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for tax years ended on, or with reference to, January 31,
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of interest paid on the portion of a corporate overpayment
exceeding $10,000 is 5.5 percent.
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decommissioning reserve funds.

Finding Lists begin on page 47.

g’ Department of the Treasury
Internal Revenue Service

Bulletin No. 1998-13
March 30, 1998

T.D. 8759, page 19.

Final regulations under section 905 of the Code relate to the
substantiation requirements for taxpayers claiming foreign
tax credits.

EXEMPT ORGANIZATIONS

Announcement 98-25, page 43.
A list is given of organizations now classified as private foun-
dations.

EMPLOYMENT TAX

Rev. Proc. 98-26, page 26.

Electronic filing; magnetic media; 1998 Form W-4
specifications. Specifications for filing Form W-4, Em-
ployee’'s Withholding Allowance Certificate, magnetically or
electronically, are set forth.

ADMINISTRATIVE

Notice 98-19, page 24.

The “differential earnings rate” under section 809 of the
Code is tentatively determined for 1997 together with the
“recomputed differential earnings rate” for 1996.

Notice 98-20, page 25.

This notice provides guidance on the ordering and taxation
of capital gain distributions from a charitable remainder trust
in light of the changes made to section 1(h) of the Code by
the Taxpayer Relief Act of 1997.



Mission of the Service

The purpose of the Internal Revenue Service is to collect
the proper amount of tax revenue at the least cost; serve
the public by continually improving the quality of our prod-

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to adminis-
ter the Internal Revenue Code. Tax policy for raising revenue
is determined by Congress.

With this in mind, it is the duty of the Service to carry out that
policy by correctly applying the laws enacted by Congress;
to determine the reasonable meaning of various Code provi-
sions in light of the Congressional purpose in enacting them;
and to perform this work in a fair and impartial manner, with
neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the Code. It
is the responsibility of each person in the Service, charged
with the duty of interpreting the law, to try to find the true
meaning of the statutory provision and not to adopt a
strained construction in the belief that he or she is “protect-
ing the revenue.” The revenue is properly protected only
when we ascertain and apply the true meaning of the statute.

ucts and services; and perform in a manner warranting
the highest degree of public confidence in our integrity, effi-
ciency, and fairness.

The Service also has the responsibility of applying and
administering the law in a reasonable, practical manner.
Issues should only be raised by examining officers when
they have merit, never arbitrarily or for trading purposes.
At the same time, the examining officer should never hesi-
tate to raise a meritorious issue. It is also important that
care be exercised not to raise an issue or to ask a court to
adopt a position inconsistent with an established Service
position.

Administration should be both reasonable and vigorous. It
should be conducted with as little delay as possible and
with great courtesy and considerateness. It should never
try to overreach, and should be reasonable within the
bounds of law and sound administration. It should, howev-
er, be vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax devices and
fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents of a permanent nature are consoli-
dated semiannually into Cumulative Bulletins, which are sold
on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemaking
and the disbarment and suspension list included in this part,
none of these announcements are consolidated in the Cumu-
lative Bulletins.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 141.—Private Activity tion 141 by providing special rules forperson may cause the private business
Bond; Qualified Bond state and local bonds issued for output faests of section 141(b) to be met if it has
cilities. This document also amends théhe effect of transferring to that non-
26 CFR 1.141-7T: Special rules for output faciliteslncome Tax Regulations under sectiogovernmental person the benefits of own-
(temporary). 142(f)(4) by providing rules for non- ing the facility and the burdens of paying
governmental persons engaged in localebt service on the facility. The tempo-
T.D. 8757 furnishing of electric energy or gas usingary regulations adopt this standard, but
facilities financed with state or localclarify its application.
bonds to make the election provided in For purposes of the standard, the tem-
that section. Proposed regulationporary regulations generally provide that
§81.141-7 and 1.141-8, published on Desse of output on a basis different from the
. cember 30, 1994, (59 FR 67658) adgeneral public has the effect of transfer-
Obl_'gat'ons Of_ Stgtes and dressed the application of the private aging the benefits of ownership. Similarly,
Political Subdivisions tivity bond tests under section 141(b)(2Fontracts that provide a substantial cer-
AGENCY: Internal Revenue Serviceto output contracts for output facilitiestainty that payments for output will be
(IRS), Treasury. and the application of the $15 millionmade under the terms of the contract,
limit under section 141(b)(4) to output fa-other than on a short-term basis, have the
cility financings. These sections (theeffect of transferring the burden of paying
1994 proposed output regulations) ardebt service on a facility. The standard
SUMMARY: This document contains final Withdrawn.  Public comments submitteddoes not require that the burdens of own-
and temporary regulations that providé’” the 1994 proposed output regulationgrshlp for general tax purposes be trans-
guidance to state and local governmen wever, have been taken into account ifierred to a nongovernmental person.

; -formulating these temporary regulations.
that issue bonds for output faciliies. Thid g porary reg 3. Requirements Contracts.

document also contains temporary regulgyplanation of Provisions The 1994 proposed output regulations
tions that provide guidance to certain non- _ _ provide that take or pay contracts, take
governmental_pe_rsons that are engaged An Section 1.1_4_1_—7T Special Rules for contracts, and certain requirements con-
the local furnishing of electric energy or  Output Facilities. tracts meet the benefits and burdens stan-

gas using facilities financed with state or , ) dard. Man tat tina that
Basis for Special Rules for Output : y commentators, noting tha
local government bonds. These temporary P P §1.103-7(b)(5) does not expressly refer to

i Facilities.
T T R S i TR v e
ness Job Protection Act of 1996. The ten{,_ontain special rules for applying the pri_qwrgmerfl.tts cogt;ac';s ° Oltj ddne\éer meet
porary regulations will affect State and’@(€ business tests to output contractg??rh:”tzr'ns grnar L:; i?jtif)r?g naz;rr.ow the
local government issuers of obligations an@Mond the reasons for special rules forrule for re puirer)rqen?s contracts. by pro-
nongovernmental persons engaged in tf¥/tPU! facilities are that governmentally-vidin thatqa requirements contrr;lctym%ets
local furnishing of electric energy or gaPWned utilities are often under an open; e k?enefits an?j burdens test only to the
after the effective date of these regulations‘?mjecl obligation to assure service 'to thethem that the issuer reasonabl yex ects
The text of these temporary regulation§UStomers and that general public cugten - 1aby exp
dhat it is substantially certain that pay-

o _gtomers are ordinarily required to mak h X
also serves as the text of REG-110965 9?:%ntinuing payments for service. Outpu[nentS for output will b_e made under th?
DATES: These regulations are effectivdacilities also require special rules beSontract. Such a requirements contract is
January 22, 1998. cause the economic benefit provided bif! SUPstance equivalent to a take contract.
For dates of applicability, see §§1.141these facilities is usually the use of fungi’* rétail requirements contract generally
15T, 1.142(f)(4)-1T(g), and 1.150-5T(b)le property, such as electric power ofl0€S not meet this standard, unless the
of these regulations. water. The temporary regulations con€ONtract requires substantial termination

tinue the approach of the proposed regul®2YMents or contains other terms that es-
tions, but contain a number of new provigabllsh substantial certainty of payment.
TACT: Concerning the regulations, A”a”sions, consistent with the generaWhether the payments under a wholesale

Seller (202) 622-3980 (not a to”'freeprinciples of the existing regulationsreq”i.remems contrapt are sqbstantially
number). under §1.103-7(b)(5), that take into acgertgln ]:[o I?etzhm?det is dztermlnedton the
; L asis of all the facts and circumstances,
SUPPLEMENTARY INFORMATION: count changes in the electric industry. taking into account such factors as
2. The Benefits and Burdens Standard. whether the purchaser’s customer base
The 1994 proposed output regulationkas significant indicators of stability,
This document amends the Income Tagrovide that a contract to sell output of avhether the contract covers historical re-
Regulations (26 CFR part 1) under sedinanced facility to a nongovernmentalquirements of the purchaser, and whether

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

ACTION: Final and temporary regula-
tions.

FOR FURTHER INFORMATION CON-

Background
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the purchaser has agreed not to construt®94 proposed output regulations shouldontract that is not treated as general pub-

or acquire other power resources. be deleted. lic use, but that is offered on the basis of
The temporary regulations generallygenerally applicable or uniformly applied

provide that nameplate capacity may beates, may have a term of up to 90 days;

_used as a reference to determine availakd@d an output contract that is specially ne-
Th? 1994 proposed_ output regulat|on8utput of a generating facility. This rulegotiated may have a term of up to 30

provide that a_requwements contrac(;j& knowledges that, consistent with prueays.

meets the benefits and_ bqrdeps standar o‘gnt utility practice, governmentally-

the purchaser has priority rights to the, 4 siities may be required to acquir

O;J:Eut (\?r”n%?ts tci C(introl the aIIocatlonOr construct facilities with excess capacity Attributable to Excess Generating
of the available outpu). for their current or future reserves. To

Capacity which Mitigate Stranded
The temporary regulations generallyprevent tax-exempt financings that are in- Costs.

p.rowde that any outpu_t contrqgt that PrOL onsistent with the purposes of section The 1994 proposed output regulations
vides the purchaser with specific rights t rovide that a single nonrenewable con-

. ..(141, however, the temporary re ulation8
control the output or with other specific porary reg dract for a term of not greater than 1 year

. rovide that this rule does not apply if th . .
performance rights to the use of OUtpUtdFsuer reasonably expects onptph)(/e iss not treated as private business use.
a financed facility meets the benefits an%sate that nongovernmental persons th ommentators suggested that longer
burdens test, even if the issuer reasonab . . .erm, renewable contracts to sell output
expects that it is not substantially certair"i[¥ e treated as private business users Mﬁtributable to excess generating capacity
that ts will b d d thgurchase 30 percent or more of the actu . .

at payments will be made under Utout of the facility. In such a case. th ould be disregarded under the private
contract. This different standard app”e%or?]missioner ma);/. determine availablpusiness use test. Commentators noted
to output contracts that provide the pur- Ltout on another reasonable basis. In a? 1at the excess generating capacity prob-
chaser with specific performance nght?_ ign the temporary requlations c.Iarify em may be exacerbated by the develop-
because those contracts closely resemtﬂ%at i’f a Iimite% soZrcegof . con-ment of open-access regulatory policies
leases, and, thus, provide more substant ! N h tout of a facilit ?p y and other factors.
rights to the use of a financed facility,. ~ Stans the output ot a facility (for exam- The temporary regulations respond to

le, if seasonal differences in water flo . . . s
. P . . Mhese special considerations by providing
5. Security Interest Test. constrain output of a hydroelectric facil- . .
a more flexible exception for sales of out-

The 1994 proposed output regulationgy), the available output must be deter- : )
N : N put attributable to excess generating ca-
do not address how the security intereshined by taking into account these con-_ . )
. . . acity that results from the offering of

test applies to output contracts. straints. The temporary regulations als SN :
. . .- ~nondiscriminatory, open access tariffs.

The temporary regulations provide thatlelete the rule that nameplate capacity s, . S : .
. is exception is also consistent with the
payments made or to be made under asduced by scheduled maintenance.

output contract pledged as security for an ) ) . Fe(jeral Ene.r.g.y Regulatory Commission
issue are taken into account under the prT—- Exception for Swapping and Pooling Policy that utilities should take reasonable

vate security or payment test even if pay- Arrangements. steps to mitigate the imposition of charges
ment under the contract is not substan- The 1994 proposed output regulation® recover legitimate, prudent, and verifi-

tially certain. This rule is appropriateProvide that certain arrangements to swaiiPle stranded costs associated with provid-
because it is reasonable to presume th@Rd pool power do not meet the privaté!d OPeN access. Under this exception, a
payments under a contract pledged as ssiness tests. contract to sell_excess power is not treated
curity for an issue are material to the pay- The temporary regulations simplify thisaS Private business use if the term of the

4. Special Rule for Output Contracts
With Specific Performance Rights.

é’- Special Exceptions for Sales of Output

ment of debt service on an issue. exception and expand it, so that it incontract (including all renewal gptions) is
cludes swapping arrangements enterdt _greater than 3 years, the issuer does
6. Use of Nameplate Capacity to into to enhance reliability of a system. ~ NOt issue tax-exempt bonds to increase the
Determine Available Output. capacity of its generation system during
The 1994 proposed output regulation§. Exceptions for Short-term Sales of  the term of the contract, the governmental
measure the available output of a facility Output. owner offers non-discriminatory, open ac-

by reference to nameplate capacity, but The 1994 proposed output regulationsess transmission tariffs pursuant to the
further provide that, if nameplate capacit@rovide that 30-day agreements for spdERC rules (or comparable state law pro-
or its equivalent is greater than 150 persales of excess capacity do not result Wisions pursuant to a plan approved by the
cent of the average expected output, aveprivate business use. FERC), all of the output sold under the
age expected output is used instead of The temporary regulations provide thatontract is excess capacity resulting from
nameplate capacity. In addition, namethe exceptions for short-term use thaparticipation in open access, the contract
plate capacity is reduced by scheduledpply to other types of arrangementsnitigates stranded costs of the owner that
maintenance. Commentators suggesteghder the general private activity bondare attributable to entry into the open ac-
that reference to nameplate capacity tales in §1.141-3 also apply to outputess system, and stranded costs recovered
determine available output is a brightcontracts. Thus, in general an output corunder the contract by that owner are used
line, administrable test, and that the retract that is available to the general publito redeem tax-exempt bonds as promptly
ductions to nameplate capacity in thenay have a term up to 180 days; an outpat reasonably practical.

1998-13 I.R.B. 5 March 30, 1998



10. Special Exceptions for Transmission is taken in response to a regulatory dire@riately determined on a facts and cir-
Facilities. tive made by the federal government. Theumstances basis.

The 1994 proposed output regulationtemporary regulations additionally pro- These special rules for transmission fa-
provide special rules for transmission favide that an action taken in anticipation otilities are appropriate because of the
cilities, which are intended to respond tsuch an order is not a deliberate action. unique statutory and regulatory regime
the development of regulatory policies The temporary regulations also providehat applies to transmission facilities.
that require or encourage open access &ospecial exception for transmission facil- . o
transmission systems. Under these spities pursuant to which an action is noP- 1.141-8T $15 million Limitation for
cial rules, in general, the use of transmigreated as a deliberate action if it is taken OUtput Facilities.

S|or;] facilities ﬁ nc_>t pnvr;ttefbusmess l(.;SH) implement the offenn? of Eon-dlscn?f—_ 1. Clarification of Computation of
to the extentkt at it results from an or emator;(;, open _acpes;; ?.r_t e use of figonqualified AmountThe 1994 proposed
or actions taken in ;esp(;)nsi torforltJo _pr::ancg transmLss;cI)EnRgm |t||es in a Inzpne(gutput regulations provide guidance on
\éent) anhantlﬁpatef olr er g the dnge oq5|st§nt W'td, ) fétégsc (l)nzu "\Ingthe special $15 million limitation on out-
tates that those facilities be used by reciprocity conditions o rder No.., + tacilities of section 141(b)(4). In gen-
particular nongovernmental person, pro888 (61 F.R. 21540, May 10, 1996), PUTSral this limitation is based on the “non-
v!ded that the transr.nlssmp facilities weresuant to a plan ap.proved by th_e FER ualified amount” of an issue or issues
sized based on the issuer’s reasonable eiie special exception also applies to of ' : :
ati bout th ¢ of wheeli 4 rul f stat lat h hat finance a single project.
pectations about the amount of w ee'lngj'ers and rules of state regulatory authori- 1 . temporary regulations clarify that,
The 1994 proposed output regulationies pursuant to a plan approved by thL?_I i s
tai b f " to thiEERC that ble t ¢ .Ih determining the total nonqualified
coln alnh_ahnum gr 0 ex((j:etp lons Ot ttLEERC ; are (cj:omlparaThg 0 Cer?”&mount for issues financing a project, the
:uxe, )\ZV rlr:: t?irr? neisr:gnef f oiﬁtrieven n-d notr ersl anh \:: 33} ¢ ;f] exc?p 'O)Bonqualified amount is first determined
ax-exempt financing ot facliiies con-does not apply, NOWEVET, 10 e Sal€, €, o i4q . e-by-issue basis, and that these
structed for use by nongovernmental pechange, or other disposition of bond-fi-
S o amounts are then aggregated. The tempo-
sons. The 1994 proposed output regulaanced transmission facilities to a non- : . .
. ; . rary regulations also provide a simpler
tions also provide that an issuer must takgovernmental person. L
. o . . method for determining how much the
remedial action if more than 20 percent of Section 1.141-2(d)(1) provides that an . . :
. A . . . ; L nonqualified amount of an issue is re-
a transmission facility is so used by a norissue is an issue of private activity bonda L . : )
. : uced when principal of the issue is paid.
governmental person. if the issuer reasonably expects, as of trﬁ . o
. . : . nder this method, the nonqualified
Commentators suggested that the eXssue date, that the issue will meet either ) . .
) e . . . _amount of an issue is reduced by the ratio
ceptions for use of transmission systemthe private business tests or the pnvatgf adiusted iSSUe brice over issue price
should be made more flexible to accomloan financing test or if the issuer takes a ) P price.
modate the development of open accesliberate action, subsequent to the issg® Section 1.142(f)(4)-1T Manner of
regulatory policies. Commentators notedate, that causes the conditions of either Making Election to Terminate Tax-
that measurement of use of a transmissighe private business tests or the private exempt Bond Financing.
system raises a number of complex techean financing test to be met. Thus, rea- _ _
nical issues. For example, capacity osonable expectations about private busi- Section 142(f)(4) permits a person en-
available output may be much more reachess use of transmission facilities undegaged in the local furnishing of electric en-
ily determined for a generating unit thamon-discriminatory, open-access tariffsergy or gas that uses facilities financed
for a transmission system. Some conmust be taken into account on the issu&ith exempt facility bonds under section
mentators suggested that all use of @ate of bonds financing those facilities142(a)(8) and that expands its service area
transmission system pursuant to standaslspecial transition rule applies to bond$n @ manner inconsistent with the require-
tariffs should be treated as general publither than advance refunding bonds) thagents of sections 142(a)(8) and 142(f) to
use. Other commentators suggested thagfund bonds issued prior to July 9, 1996ake an election to ensure that those
any rules addressing open access requiréitie effective date of FERC Order Nobonds will continue to be treated as ex-
by the FERC should also similarly ad-888). Because an issuer is in general nempt facility bonds. In order to make the
dress open access required by state pubtiequired to apply the temporary regulaelection the person engaged in local fur-
utility commissions. tions to refunding bonds issued after theishing must, among other things, agree to

The temporary regulations broaden theffective date that do not have a weightettdeem all outstanding bonds that financed
exceptions for use of transmission faciliaverage maturity longer than the remairthe facilities not later than 6 months after
ties, but do not treat all use of transmising weighted average maturity of the rethe later of the earliest date on which the
sion facilities pursuant to standard tariff§unded bonds, the special transition rulbonds may be redeemed or the date of the
as general public use. Under § 1.141will apply only if the issuer chooses toelection. The temporary regulations set
2(d), an action taken in response to a spapply the temporary regulationsforth the required time and manner of
cific FERC order to wheel power undetWhether bonds issued after July 9, 199@naking this election. In general, the elec-
sections 211 and 212 of the Federab finance output facilities met the reation must be made on or before the 90th
Power Act (16 U.S.C. 824j and 824k)sonable expectations test of section 14day after the later of (i) the date of the ser-
would otherwise qualify for an exceptionbecause of the possibility of actions takewice area expansion or (ii) the effective
from the deliberate action rule because tb implement open access tariffs is appradate of the temporary regulations.
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D. 81.150-5T Filing Notices and Treasury and the IRS will reexamineSeller, Office of Assistant Chief Counsel
Elections. them in light of new developments within(Financial Institutions & Products), and
_ i the next three years. Nancy M. Lashnits, formerly of that of-
The temporary regulations specify thal comments are invited on whether furfice. However, other personnel from IRS
notices and elections under sectiofe; gyidance is needed to address tamd the Treasury Department participated

142(f)(4)(B) and 81.141-12(d)(3) Mustye\y types of contractual arrangements their development.
be filed with the Chief, Employee Planspat are arising in the electric power in-
and Exempt Organizations Division of th%ustry. In particular, comments are in-

appropriate key district office. vited on whether there are any instancesdoption of Amendments to the

E. Need for Temporary Regulations and in which an option of a nongovernmentaRegulations

Request for Public Comments purchaser to purchase output of a bond-fi- _ _
a nanced facility should not be taken into Accordingly, 26 CFR part 1 is amended

Congress passed the Federal Energccount as private business use. as follows:
Act of 1992 to encourage deregulation of .
the electric power industry. Since thaffective Dates PART 1—INCOME TAXES
time, the Federal Energy Regulatory gactions 1.141-7T and 1.141-8T are Paragraph 1. The authority citation for
Commission and various states haVEppIicable to bonds issued on or aftefartl continues to read in part as follows:

* * * * *

adopted policies to open up access tﬁ’ebruary 23.1998. Authority: 26 U.S.C. 7805 * * *

transmission facilities. Treasury and the Par. 2. Section 1.141-0 is amended by
IRS are aware that these initiatives ar8pecial Analyses removing the entries for §81.141-7 and
causing rapid changes in the electric 1.141-8 and adding entries to the table in

power industry, and have received many 't has been determined that this Treaymerical order to read as follows:
comments asking for immediate guidancgU’Y decision is not a significant regula-

under section 141 regarding the effect olpry action as defined in EO 1286681.141-0 Table of contents.

the tax-exempt status of bonds of certaih"€refore, a regulatory assessment is not e e s

restructuring transactions necessary féfauired. Ithas also been determined that .
utilities to participate in a deregulatedection 553(b) of the Administrative Pro-81.141-7T Special rules for output

electric utility environment. For example,cedure Act (5 U.S.C. chapter 5) does ndgcilities (temporary).

several comments state that the restruct#PP!Y 0 these regulations. . (a) Overview.
C . : It is hereby certified that the rOV|S|ons( )
ing initiatives in various states and re- y P Definitions.

gions may not proceed until Treasury anfl' thefs_e ;egulayons that impose a CO"e”C('l) Available output.
tion of information requirement on small ) \1cod e mene oo

the IRS clarify the extent to which munic-"~"" | o )
ipal utilities may transfer control of cer-€ntities do not lhave a S|g?|f|car|1|t IMPaCisy sale at wholesale.
n a substantial number of sma entltle14) Stranded costs.

tain assets financed with tax-exemp?" Sralital T
bonds to an independent system operatdi!iS certification is based upon the fac 5) Take contract and take or pay con-

Based on these considerations, it has bel}at In the years 1987 through 1993 a total ™ -
determined that immediate regulatory! Only 61 different state or local govern- gy 1 nsmission facilities.
guidance is necessary to ensure efficiefieNt issuers of exempt facility bonds isg7) \onqualified amount.
administration of the tax laws. sued under sgctllon 142(f) for facilities for(c) Output contracts.

The regulations are published in bot{€ ocal furnishing of electric energy or 1y General rule.
temporary and proposed form to providd@s filed information returns with the In- 5 gonefits and burdens test.
immediate guidance on which issuers caff'nal Revenue Service under sectiop) raue contract or take or pay contract.
rely in evaluating their participation in 149(e). Fl_thher, an election un_der sectio ) Requirements contracts.
open access regimes, while providing th42(f)(4) is in no event required to b€y contract with specific performance
opportunity for public comment. In addi-fled with the Internal Revenue Service' © jopiq
tion, Treasury and the IRS believe thafore than once. Therefore, a RegulatoRy, \1easurement of private business use.
providing guidance on the effect of operf |€Xibility Analysis under the Regulatory @y \easurement of private security or
access participation is more appropriatelfy/€XiPility Act (5 U.S.C. Chapter 6) is not " = 5 ent.
accomplished by regulation than by prif€duired. Pursuant to section 7805(f) Ofy  Eyceptions for certain contracts.
vate letter ruling. Treasury and the IR$NE Internal Revenue Code, these temper) gmal purchases of output.
are also aware, however, that restructuf@"y regulations will be submitted to the/5) gyapping and pooling arrangements.
ing efforts are evolving and uncertain, an§hief Counsel for Advocacy of the Small 3y ghort-term output contracts.

that new types of arrangements may bguSiness Administration for comment o4y gpecial 3-year exception for sales of
its impact on small business.

developed to implement restructuring. output attributable to excess generat-
Many of the issues that will arise MaY5rafting Information ing capacity resulting from participa-
need to be addressed legislatively. Ac- tion in open access.

cordingly, the regulations are published in The principal authors of these regula¢5) Special exceptions for transmission
temporary form with the expectation thdions are Michael G. Bailey and Allan facilities.
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(6) Certain conduit parties disregarded. Par. 4. Sections 1.141-7T and 1.141- (iii) Special rule for facilities acquired

(g) Allocations of output facilities and 8T are added to read as follows: or constructed primarily for use by pri-
systems. i vate business userdf an issuer reason-

(1) Facts and circumstances analysis. $1-141-7T Special rules for output ably expects on the issue date that per-

(2) lllustrations. facilities (temporary). sons that are treated as private business

(3) Transmission contracts.
(4) Allocation of payments.

users will purchase more than 30 percent

a) Overview. This section provides
(@) P f the actual output of the facility fi-

special rules to determine whetheP

(h) Examples. arrangements for purchases of ou,[pLHanced with the issue, the Commissioner
§1.141-8T $15 million limitation for from an output facility cause an issue ofh&y determine the number of umtts. pro-
: S ; - guced or to be produced by the facility in
output facilities (temporary). bonds to meet the private business tests. ble basis other th
For this purpose, unless otherwise state pe yfear on a}[reasonal (te asis O't er a;]n
(&) In general. water facilities are treated as output facili- y reterence to nameplate capacity, suc

(1) General rule. ties. Section 1.141-3 generally applies (s the average expected annual output of

(2) Reduction in $15 million output limi- determine whether other types of arrangetcbe facility.  For example, the Commis-
sioner may treat the reasonably expected

tation for outstanding issues. ments for use of an output facility cause — 1 outout of a financed peaking olec-
(3) Benefits and burdens test applicablean issue to meet the private business tes?rsIC enerart’in unit as the a?/ailablge out.
(b) Definition of project. (b) Definitions. For purposes of this ' - %f that ur?it if the issuer reasonabl
(1) General rule. section and §1.141-8T, the following def? ) Y
; o expects, on the issue date of bonds that
(2) Separate ownership. initions and rules apply: . ) :
3 : . . finance the unit, that an investor-owned
(3) Generating property. (1) Available output. The available .. "~
o S . . utility will purchase 30 percent of the ac-
(4) Transm|35|on. output of a facility financed by an issue iS,al output of the facility under a take or
(5) Subsequent improvements. determined by multiplying the number of o oo ot aven if the amount of out-
(6) Replacement property. units produced or to be produced by thg - purchaséd is less than 10 percent of
(c) Examples. facility in one year by the number of yearg o 2\ ailaple output determined by refer-
x  x x % % in the measurement period of that facilityence to nameplate capacity. The reason-

for that issue.

: . - ably expected annual output of the gener-
(i) Generating facilities. The number

§1.141-15T Effective dates (temporary). ) = : :
ating facility must be consistent with the

(a) through (e) [Reserved]. of units produced or to be produced by 554ty reported for prudent reliability
(f) Effective dates for certain regulationsdenerating facility in one year is detery rhaqes.
relating to output facilities. mined by reference to its nameplate ca- (i) special rule for facilities with a
(1) General rule. pacity or the equivalent (or where there imited source of supplylf a limited
(2) Transition rule for requirement con-N0 Nameplate capacity or the equivalengorce of supply constrains the output of
tracts. its maximum capacity), which is not re-3, gutput facility, the number of units
(g) Refunding bonds. duced for reserves or other unutilized cgsroguced or to be produced by the facility
(h) Permissive retroactive application. Pacity. must be determined by reasonably taking

(i) Permissive retroactive application of (i) Transmission and other output fasnto account those constraints. For exam-
certain regulations pertaining to outCilities. (A) In general. For transmission, pje, the available output of a hydroelectric
put contracts. cogeneration, and other output facilitiesynit must be determined by reference to

available output must be measured in ghe reasonably expected annual flow of

reasonable manner to reflect capacity. water through the unit.

Par. 3. Section 1.141—2 is amended b (B) Electric transmiSS.ion facilities. (2) Measurement period’]’he measure-

adding a sentence at the end of paragra&lpasuremt_ant of the available output ofnent period of an output facility financed

(d)(3)(i))(B) to read as follows: a.II'c.Jr a portion of electrl'c tran'sm|55|on fapy an issue is determined under

cilities may be determined in a manneg1.141-3(g).

81.141-2 Private activity bond tests. consistent with the reporting rules and re- (3) Sale at wholesaleFor purposes of

quirements for transmission networkshis section, a sale at wholesale means a

promulgated by the Federal Energy Regwsale of output to any person for resale.

* * * * *

* * * * *

(d) ** latory Commission (FERC). For exam- (4) Stranded costs.For purposes of
(3) *** ple, for a transmission network, the use ahis section,stranded costsmeans
(ii) * * * aggregate load and load share ratios instranded costs as defined in 18 CFR 35.26
(B) * * * See §1.141-7T(f)(5). manner consistent with the requirementand costs that an issuer incurred to pro-

of the FERC may be reasonable. In addiide service to a wholesale or retail cus-

tion, depending on the facts and circumtomer that subsequently becomes, in

§§1.141-7 and 1.141-8 [Removed] stances, measur_em_ent of the avail_abb&hole or in part, an unbundled transmis-

output of transmission facilities usingsion customer and that an issuer is autho-

Par. 3a. Sections 1.141-7 and 1.141-+tBermal capacity or transfer capacity mayized to recover by the FERC or a state
are removed. be reasonable. regulatory authority.

* * * * *
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(5) Take contract and take or pay conthe extent that the issuer reasonably ex- (ii) Significant factors.Significant fac-
tract. Atake contractis an output con- pects that it is substantially certain thators that tend to establish that the benefits
tract under which a purchaser agrees fwayments will be made under the terms @&nd burdens test is met under the rule set
pay for the output under the contract if théhe contract (disregarding default, insolforth in paragraph (c)(4)(i) of this section
output facility is capable of providing thevency, or other similar circumstances)include—
output. Atake or pay contract is an outputor example, an output contract is treated (A) The purchaser’s customer base has
contract under which a purchaser agrees transferring burdens of paying debt sesignificant indicators of stability, such as
to pay for the output under the contractyice on an issue if payments must b&arge size, diverse composition, and a
whether or not the output facility is capaimade upon contract termination. substantial residential component;
ble of providing the output. (iif) Payments pursuant to pledged con- (B) The contract covers historical re-

(6) Transmission facilities. Transmis-tract. Payments made or to be madeguirements of the purchaser, rather than
sion facilitiesare facilities for the trans- under the terms of an output contract thainly projected requirements that are in
mission or distribution of output. Trans-is pledged as security for an issue araddition to historical requirements; and
mission facilities include facilities taken into account under the private busi- (C) The purchaser agrees not to con-
necessary to provide ancillary services raiess tests even if the issuer reasonably estruct or acquire other power resources to
quired to be offered as part of open acceg®cts that it is not substantially certairmeet the requirements covered by the
transmission tariffs under rules promulthat payments will be made under theontract.
gated by the FERC under sections 20&ontract (disregarding default, insolvency, (iii) Special rule for retail requirements
and 206 of the Federal Power Act (1@®r other similar circumstances). For thigontracts. In general, a requirements con-
U.S.C. 824d and 824e). Thus, if a facilitypurpose, an output contract is pledged dsact that is not a sale at wholesale does
also serves another function (for examplesecurity only if the bond documents pronot meet the benefits and burdens test be-
a facility that provides for operating re-vide that the pledged contract cannot beause the obligation to make payments on
serves for transmission and also providesubstantially amended without the conthe contract is contingent on the output re-
generation) an allocable portion of the fasent of bondholders or a trustee for thquirements of a single user. Such a re-
cility is treated as a transmission facility. bondholders. guirements contract in general meets the

(7) Nonqualified amount.The non- (3) Take contract or take or pay con-benefits and burdens test, however, to the
qualified amount with respect to an issué&ract—(i) In general. The benefits and extent that it contains contractual terms
is determined under section 141(b)(8). burdens test is met if a nongovernmentdhat obligate the purchaser to make pay-

(c) Output contracts—(1) General person agrees pursuant to a take contraoents that are not contingent on the output
rule. The purchase by a nongovernmentair a take or pay contract to purchase threquirements of the purchaser (such as sig-
person of the available output of an outpuvailable output of a facility. See paranificant termination payments) or that ob-
facility (output contract) financed with graphs (d) and (e) of this section for ruleigate the purchaser to have output re-
the proceeds of an issue is taken into acegarding measuring the use of, and paguirements. For example, a requirements
count under the private business tests ihents on debt service for, an output facileontract with an industrial purchaser
the purchase has the effect of transferringy for determining whether the privatemeets the benefits and burdens test if the
substantial benefits of owning the facilitybusiness tests are met. purchaser enters into additional contrac-
and substantial burdens of paying the debt (ii) Transmission contractdn the case tual obligations with the issuer or another
service on bonds used (directly or indiof a transmission facility, an agreemengovernmental unit not to cease operations.
rectly) to finance the facility (the benefitsto provide firm or priority transmission (5) Contract with specific performance
and burdens test). See paragraph (c)(5) 8érvices is generally treated as a take corights. An output contract that provides
this section for other output contractract or a take or pay contract. The exterthe purchaser with specific rights to con-
arrangements that are taken into accoutd which transmission services are intertrol the output of a facility or with other
under the private business tests. See alsgtible is an important factor indicatingspecific performance rights to the use of
§1.141-8T for rules for when an issuéhat a contract for transmission services isutput of a facility is generally taken into
that finances an output facility (other thamot treated as a take contract or a take account under the private business tests,
a water facility) meets the private busipay contract. even if the benefits and burdens test is not
ness tests because the nonqualified (4) Requirements contraets(i) In gen- met. Payments made and to be made
amount of the issue exceeds $15 million.eral. Arequirements contract under whichunder such a contract are generally taken

(2) Benefits and burdens tes{i) Ben- a nongovernmental person agrees to punrto account under the private payment
efits of ownership.An output contract chase all or part of its output requirementtest, even if the issuer does not reasonably
transfers substantial benefits of owning & taken into account under the privatexpect that it is substantially certain that
facility if the contract gives the purchasebusiness tests only to the extent that, baspdyments will be made under the contract
(directly or indirectly) rights to capacity on all the facts and circumstances, th@isregarding default, insolvency, or other
of the facility on a basis that is prefereneontract meets the benefits and burderssmilar circumstances). A customer’s nor-
tial to the rights of the general public.  test. See §1.141-15T(f)(3) for special efmal entitlement to receive utility service

(ii) Burdens of paying debt servicAn fective dates for the application of thigfor example, an entitlement to reasonable
output contract transfers substantial buparagraph (c)(4) to issues financing faciliprotection against blackouts in times of
dens of paying debt service on an issue t@s subject to requirements contracts. high demand through rotating the effects
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of blackouts) is not treated as a specific (3) Short-term output contractsThe (5) Special exceptions for transmission
performance right for this purpose. exceptions for short-term arrangementtacilities—(i) Mandated wheeling.En-

(d) Measurement of private businesgrovided in 81.141-3(c) and (d)(3) applytering into a contract for the use of trans-
use. If an output contract results in pri-to output contracts. For example, a speohission facilities financed by an issue is
vate business use under this section, tisale for use for a period of 90 days on theot treated as a deliberate action under
amount of private business use generallyasis of rates that are generally applicab®&l.141-2(d) if—
is the capacity that must be reserved fand uniformly applied generally does not (A) The contract is entered into in re-
the nongovernmental person under pruesult in private business use, and a spsponse to (or in anticipation of) an order
dent reliability standards. For example, irsale for use for a period of 30 days on thiey the United States under sections 211
the case of a take contract for a peakingasis of rates that are specially negotiatexhd 212 of the Federal Power Act (16
electric generating unit, under which ayenerally does not result in private busit.S.C. 824j and 824k) (or a state regula-
nongovernmental person has priorityness use. tory authority under comparable provi-
rights to use capacity at any time for the (4) Special 3-year exception for salesions of state law pursuant to a plan ap-
entire term of the bonds, but under whiclof output attributable to excess generatproved by the FERC); and
the total energy purchases are limited ing capacity resulting from participation (B) The terms of the contract are bona
any one year to 10 percent of annuah open accessThe purchase of output offide and arm’s length, and the considera-
available output (determined by referencan output facility (not including a watertion paid is consistent with the provisions
to nameplate capacity), the amount of prifacility) by a nongovernmental person iof section 212(a) of the Federal Power
vate business use is the amount of capauet treated as private business use if all @fct.
ity that must be reserved for that nonthe following requirements are met: (ii) Actions taken to implement non-dis-
governmental person under prudent (i) The term of the contract is not longercriminatory, open accessAn action is
reliability standards, which may be aghan 3 years, including all renewal optionsnot treated as a deliberate action under
much as 100 percent. (i) The issuer does not make expendi§1.141-2(d) if it is taken to implement the

(e) Measurement of private security ortures to increase the generating capacitffering of non-discriminatory, open ac-
payment. The measurement of payment®f its system during the term of the coneess tariffs for the use of transmission fa-
made or to be made by nongovernmentalact that are, or will be, financed withcilities financed by an issue in a manner
persons under output contracts as a pgroceeds of tax-exempt bonds. consistent with rules promulgated by the
cent of the debt service of an issue is de- (iii) The governmental owner offers FERC under sections 205 and 206 of the
termined under the rules provided imon-discriminatory, open access transmig-ederal Power Act (16 U.S.C. 824d and
8§1.141-4. sion tariffs for use of its transmission sys824e) (or by a state regulatory authority

(f) Exceptions for certain contracts tem pursuant to rules promulgated by thender comparable provisions of state law
(1) Small purchases of outpufAn output FERC under sections 205 and 206 of theursuant to a plan approved by the
contract is not taken into account undefFederal Power Act (16 U.S.C. 824d an#ERC). This paragraph (f)(5)(ii) does not
the private business tests if the purchas8R4e) (or comparable provisions of statapply, however, to the sale, exchange, or
is not required under the contract to makiaw pursuant to a plan approved by thether disposition of transmission facilities
a payment that is substantially certain t6ERC). to a nongovernmental person.
be made under paragraph (c)(2)(ii) of this (iv) All of the output sold under the (iii) Application to reasonable expecta-
section in any year greater than 0.5 pecontract is attributable to excess capacitifons test to certain current refunding
cent of the average annual debt service oasulting from the offer of the non-dis-bonds. An action taken or to be taken
an issue that finances the output facility. criminatory, open access transmission tawith respect to transmission facilities refi-

(2) Swapping and pooling arrange-iffs referred to in paragraph (f)(5)(ii) of nanced by an issue is not taken into ac-
ments. An agreement that provides forthis section. count under the reasonable expectations
swapping or pooling of output by one or (v) The contract mitigates strandedest of §1.141-2(d) if—
more governmental persons and one @osts of the governmental owner that are (A) The action is described in para-
more nongovernmental persons does nattributable to the offer of the non-dis-graph (f)(5)(i) or (i) of this section;
result in private business use of the outpuatiminatory, open access transmission tar- (B) The bonds of the issue are current
facility owned by the governmental per-ffs referred to in paragraph (f)(5)(ii) of refunding bonds that, directly or indi-
son to the extent that— this section. rectly, refund bonds issued before July 9,

(i) The swapped output is reasonably (vi) Any stranded costs recovered byl 996; and
expected to be approximately equal inhe governmental owner (including (C) The weighted average maturity of
value (determined over periods of onamounts recovered under the contracthe refunding bonds is not greater than the
year or less); and with respect to the output facility underemaining weighted average maturity of

(i) The purpose of the agreement is toules promulgated by the FERC under th&hose prior bonds.
enable each of the parties to satisfy diffef-ederal Power Act (or comparable provi- (6) Certain conduit parties disre-
ent peak load demands, to accommodas®ons of state law) are applied as promptlgarded. A nongovernmental person act-
temporary outages, to diversify supply, oas is reasonably practical to redeem taxag solely as a conduit for the exchange of
to enhance reliability in accordance wittexempt bonds that financed that facility iroutput among governmentally owned and
prudent reliability standards. a manner consistent with §1.141-12.  operated utilities is disregarded in deter-
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mining whether the private business testsontract to buy 20 MW of system powettions. It agrees to sell 10 percent of its share of the
are met with respect to financed facilitiesvith a right to take up to 40 percent of th?nnual O‘Etpuz to i for ahPer:'OZd of 20 ye?rstptrsﬁs”:
e s 0 a contract under wnic agrees 1o take a
owned by a governmental person. Use aictual output of a specific 50 MW f_acﬂlt){ power if available. The facility will begin operation,
proper'gy by a power marketer in the tra'dw.henever total system output is |ns'uff|-and Z will begin to receive power, 4 years after the
or business of purchasing and resellingient to meet all of the seller’s obligations4 bonds are issued. The measurement period for the
power, however, is taken into accoungenerally is allocated to the specific facilProperty financed by the issue is 21 years. H also
under the private business tests. ity rather than to the system. will sell the remaining 40 percent of its share of the
Allocations of output facilities and (i) Common plan of financingA con- annual output to numerous other private utilities
(g) p i . p ’ under contracts of 90 days or less entered into under
analysis. Whether output sold under anplan of financing for a facility generally is charges. No contracts will be executed obligating
output contract is allocated to a particulaallocated to the facility if debt service forany person other than Z to purchase any specified
facility (for example, a generating unit),the issue of bonds is reasonably expectdfiount of the power for any specified period of time.
to the entire system of the seller of thatto be paid, directly or indirectly, from ~0 person (ofher than 2) will make payments sub-
Y P ’ y . Y stantially certain to be made (disregarding default,
output (net of any uses of that system oupayments substantially certain to be madgsolvency, or other similar circumstances) under
put allocated to a particular facility), or tounder the contract (disregarding defauliaragraph (c)(2) of this section that will result in a
a portion of a facility is based on all theinsolvency, or other similar circum- transfer of substantial burdens of paying debt service
facts and circumstances. Significant facstances) on bonds used directly or indirectly to provide H's
b id di .d L h . - hod .. b d share of the facilities. The bonds are not private ac-
tors to be considered in determining the (iv) P'rlcmg metho .Rr|C|ng ased ON i honds, because H's one-third interest in the fa-
allocation of an output contract to fi-the capital and generating costs of a pasiity is not treated as used by the other owners of the
nanced property are the following: ticular turbine tends to indicate that outfacility. Although 10 percent of H's share of the an-
(i) The extent to which it is physically put under the contract is properly allohual OUtPUthf the facility will be USIed in the trade OL
possible to deliver output to or from a pareated to that turbine. business of Z, a non-governmental person, under the
. . . rule in paragraph (c) of this section, that portion con-
tlcq!ar facility or system. _ (3) Transmission contractsWhether _situtes not more than 10 percent of the available out-
(i) The terms of a contract relating touse under an output contract for transmisut of H's ownership interest in the facility.
the delivery of output (such as deliverysion is allocated to a particular facility or Example 2. Requirements contract treated as
limitations and options or obligations toto a transmission network is based on aftke CO””;”‘Ctt('_) City J 'St_suef 2_?_'yehar bonds to ac-
deliver power from additional sources). the facts and circumstances, in a mann(clg"e an electric generating facility having a reason-
. : .. .ably expected economic life substantially greater
(iii) Whether a contract is e.ntere'd |ntas|m|llar to paragraphs (g)(1) and (2) of thighan 20 years and a nameplate capacity of 100 MW.
as part of a common plan of financing fosection. In general, the method used tthe available output of the facility under paragraphs
a facility. determine payments under a contract is(B)(1) of this section is approximately 17,520,000
(iv) The method of pricing output more significant contract term for thisMWh. On the issue date, J enters into a contract
under the contract, such as the use of maurpose than nominal contract path. Wy I 1 investor-owned utiity, to provide T with
! . quurp . ; p : IQxll of its power requirements for a period of 10
ket rates _rather than rates designed to pgy&neral, if reasongble_ and consistently apaars, commencing on the issue date. J reasonably
debt service of tax-exempt bonds used talied, the determination of use of transexpects that T will actually purchase an average of
finance a particular facility. mission facilities under an output contracg0 MW over the 10-year period. Based on all of the
(2) lllustrations. The following illus- may be based on a method used by thifgfts and circumstances, including the size, diver-
trate the factors set forth in paragrapbparties, such as reliability councils iy, and composition of T's customer base, J reason-
. . p grap ! ] y : ably expects that it is substantially certain (disre-
(g)(l) Of thIS SeCtIOH (4) A||OcatI0n Of paymentSPaymentS gard|ng defau“‘ in50|vency‘ or other similar
(i) Physical possibility. Output from a for output provided by an output facility circumstances) that T will actually purchase only an
generating unit that is fed directly into &inanced with two or more sources ofverage of 16 MW over the 10-year period. The
low voltage distribution system of thefunding are generally allocated under thg"tract is a requirements contract that must be
f that unit and that cannot physitules in §1.141-4(c) taken into account under the private business tests
owner o e phy : : . pursuant to paragraph (c)(4) of this section because
cally leave that distribution system gener- (h) Examples.The following examples it provides T with substantial benefits of ownership
ally must be allocated to those receivindlustrate the application of this section: (rights to capacity) and obligates T with substantial

electricity through that distribution sys- . 1 Jo hio _ burdens of making payments that the issuer reason-
; _ Example 1. Joint ownershipZ, an investor- ably expects are substantially certain.
tem. Output .may .be. allpcated without r.eOWHEd electric utility, and City H agree to construct (ii) J is required to reserve for T's use 40 MW of
gard to phySICzT:ll ]lmltatlons, however, .|fan electric generating facility of a size sufficient tocapacity in accordance with prudent reliability stan-
exchange or similar agreements provideke advantage of the economies of scale. H willards. Under paragraph (d) of this section, the
output to a purchaser where, but for thigsue $50 million of its 25-year bonds, and Z willamount of private business use under this contract,
exchange agreements, it would not b\ésl_f $t1hoo m'!::o_” .Oil'ts funds fotr Constmt'on of afatheref(;z% 6'2 ‘3ppr°;iT§te'y 20 pegcggi(ggthmﬁ)mf
. . cility they will jointly own as tenants in common. hours ays years, or 3,504, 0
possible for the seller to provide output t%ach of the participants will share in the ownershipthe available output. Accordingly, the issue meets
tha_t_ purchaser. ) output, and operating expenses of the facility in prathe private business use test. J reasonably expects
(i) Contract terms relating to perform- portion to its contribution to the cost of the facility, that the amount to be paid for an average of 16 MW
ance. A contract to provide a specifiedthat is, one-third by H and two-thirds by Z. H'sof power (less the operation and maintenance costs
amount of electricity from a system, bu{tahom;ls “/|\'Ii” bedse[:)cured by H’st ovgnecrjsh_ip i;tferest_imiirectly at_ltlrilt))utable Eﬁ gefgrating tthaftd16thW c_Jf
only when at least that amount of electric e facility and by revenues to be derived from i spower),_ will be more than 10 percent of debt service
o ) . _share of the annual output of the facility. H willon the issue on a present-value basis. The payment
!ty is being generated by a particular unityeeq only 50 percent of its share of the annual ouer 16 MW of power is an amount that J reasonably
is allocated to that unit. For example, @ut of the facility during the first 20 years of opera-expects is substantially certain to be made under
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paragraph (c)(2) of this section. Accordingly, thdeast equal the amounts required to pay debt servigeetivity bond limitation (the $15 million
issue r\r;eets thegjlrivate Sl:CltJrl;it)t/.?!’ paybmtentt_te”st tg;(g(uf l?(t)hnds. tI_n a(tirt]:iition,t untder parz;ﬂgl;agrbutput limitation) for issues 5 percent or
cause J reasonably expects that it is substantially c iii) of this section, the contract among MU, B, .
tain that payment of more than 10 percent of the delnd | is entered into as part of a common plan of fir-nore of the proceeds of Wh_lt_:h are to be
service will be indirectly derived from payments bynancing of the MU facilities. Under all the facts and/S€d tO ﬂ.r?ance output .fa(_”l't'es (other
T. The bonds are private activity bonds under paraircumstances, MU’s assignment to | of its rightd¢han a facility for the furnishing of water).
graph (c) of this sectign. Fgrther, if 20 percent of'thender the orig_ir_]gl take or pay contract is alloc_able tnder this rule, a bond is a private activ-
sale proc_eeds of the issue is greater th_an $15 m||||d{|U’S new fauhtu_—:‘s under paragraph (g) of this sec]ty bond under the private business tests
and the issue meets the private security or paymeton. Because | is a nongovernmental person, MU sf ti 141(b)(1 d (2) if th
test with respect to the $15 million output limitation,bonds are private activity bonds. 0 sec lon (b)( ) and (2) if the non-
the bonds are also private activity bonds under sec- Example 5. Transmission facilities transferred tojualified amount with respect to output
tion 141(b)(4). See §1.141-8T. independent system operatdi) In 1998, the public facilities financed by the proceeds of the
Examp!e 3. Allocation 9f existing_(_;ontracts_ toutilities _con_1mis|sion_of State _Cdadopts_?hplarll fo; reissue exceeds $15 million. The $15 mil-
new facilities. PowerAuthprlty K, gpolmcal subdi- structuring |t§_e ectric power in ustry. The plan os(]ion output limitation applies in addition
vision created by the legislature in State X to owiters competition by providing both wholesale an th ivate busi tests of ti
and operate certain power generating facilities, selfgtail customers with non-discriminatory access 140 the private business tests o Se(.: on
all of the power from its existing facilities to four transmission facilities within the State. The planl41(b)(1) and (2). Under section
private utility systems under contracts executed iprovides that investor-owned utilities will transfer141(b)(4) and paragraph (a)(2) of this sec-
1999, under which the four systems are required @perating (_:ontrol over all of their transmission astjon, the $15 million output limitation is
take or pay for specified portions of the total powepets to an independent system operator (ISO), which

: - ; ! educed in certain cases. Specifically, an
output until the year 2029. Existing facilities supplyis @ nongovernmental person that will operate those P y

all of the present needs of the four utility systems;ombined assets as a single, state-wide system. M&SU€ meets the test in section 141(b)(4) if
but their future power requirements are expected icipally-owned utilities are eligible for, but are notboth of the following tests are met:

increase substantially beyond the capacity of K’sequired to participate in, the open access system (i) More than $15 million of the pro-
current generating system. K issues 20-year bon‘:ﬁ‘?'zme”ted bly :che ISO. The functions Ofdthe. IS@eeds of the issue to be used with respect
in 2004 to construct a large generating facility. Adnclude control of transmission access and pricing, "

part of the financing plangor%he bondgy a ﬁftz pri-scheduling transmission, control area operationi,olan OUtqu facility are to be used for a
vate utility system contracts with K to take or payand settlements and billing. In addition, under ceprivate business use. Investment pro-
for 15 percent of the available output of the new fal&in circumstances the 1ISO may order the transmigeeds are disregarded for this purpose if
cility. The balance of the output of the new facilitySion owners to construct additional transmission fat‘hey are not allocated disproportionately
will be available for sale as required, but initially itciliies. The restructuring plan is approved by the i, private business use portion of the
is not anticipated that there will be any need for thdtERC pursuant to sections 205 and 206 of the Fetl

power. The revenues from the contract with the fifti¢ral Power Act. ISSL.J.e I
private utility system will be sufficient to pay less (ii) In 1994 City D had issued bonds to finance (if) The payment of the principal of, or
than 10 percent of the debt service on the bonds (d&Provements to its transmission system. In 1998, Ehe interest on, more than $15 million of
termined on a present value basis). The baland&ansfers operating control of its tran§m|SS|0n systefhe sales proceeds of the portion of the
which will exceed 10 percent of the debt service off the ISO pursuant to the restructuring plan. At thgssue used with respect to an output facil-

the bonds, will be paid from revenues derived frong@me time, D chooses to apply the private activit h fthe i
the contracts with the four systems initially frombond regulations of §§1.141-0 through 1.141-15 Wy is (under the terms of the issue or any

sale of power produced by the old facilities. Théhe 1994 bonds. The operation of the financed facilinderlying arrangement) directly or indi-

output contracts with all the private utilities are allo{ies by the ISO does not meet the exception for majpectly—

cated to K’s entire generating system. See pargge‘ment contracts that do not giv&_e"rise to privat(_e (A) Secured by any interest in an out-
graphs (g)(1) and (2) of this section. Thus, th@usiness use under §1.141-3(b)(4)(iii)(C) because |tut facility used or to be used for a private
bonds meet the private business use test becadgdot a contract solely for the operation of a facilit)p y p

more than 10 percent of the proceeds will be used Knder that exception. Under the special exception husiness use (or payments in respect of
the trade or business of a nongovernmental persdiragraph (f)(5) of this section, however, the transfeguch an output facility); or
In addition, the bonds meet the private payment dif control is not treated as a deliberate action. Ac- (B) To be derived from payments

security test because payment of more than 10 pé&rdingly, the transfer of control does not cause the, hether or not to the issuer) in respect of
cent of the debt service, pursuant to underlyin&994 bonds to meet the prlvat_e activity bond tests. an output facility used or to be used for a
arrangements, will be derived from payments in re- Example 6. Current refundingThe facts are the

spect of property used for a private business use. Same as in Example 5 of this paragraph (h), and private business use.
Example 4. Allocation to displaced resource addition D issues bonds in 1999 to currently refund (2) Reduction in $15 million output

Municipal utility MU, a political subdivision, pur- (€ 1994 bonds. The weighted average maturity qfyjtation for outstanding issues(i)

chases all of the electricity required to meet thé1® 1999 bonds is not greater than the remainin eneral rule. In determining whether an
needs of its customers (1,000 MW) from B, an inYVeighted average maturity of the 1994 bonds. L '
vestor-owned utility that operates its own electrih0Ses o apply the private activity bond regulalSSU€ more than 5 percent of the proceeds

generating facilities, under a 50-year take or pa§ons of 8§1.141-0 through 1.141-15 to the refundof which are to be used with respect to an
contract. MU does not anticipate that it will require"d Ponds. In general, reasonable expectations musitput facility consists of private activity

additional electric resources, and any new resourc8§ Separately tested on the date that refunding bondy ) s |\nder the $15 million output limi-
would produce electricity at a higher cost to muare |_ssu«_ed under §1.141-2(d). _Under_the special ?t)gtion the $15 million limitation on pri-
than its cost under its contract with B. Neverthelesg,eptlon In paragraph (f)(5) of this section, however,

B encourages MU to construct a new generatinPhS‘e transfer of the financed facilities to the 1ISO nee¥ate business use and private security or
plant sufficient to meet MU's requirements. MU is-n°t b€ taken into account in applying the reasonabjgayments is applied by taking into ac-
sues obligations to construct facilities that will pro-SXPectations test to the refunding bonds. count the aggregate nonqualified amounts
duce 1,000 MW of electricity. MU, B, and I, an- - S i i

Y 1.141-8T $15 million limitation for of any outstanding bonds of other issues 5

other investor-owned utility, enter into an agreeme o ercent or more of the proceeds of which
under which MU assigns to | its rights under Mu'sQUtput facilities (temporary). P . P
are or will be used with respect to that

take or pay contract with B. Under this arrange- - -
ment, | will pay MU, and MU will continue to pay (@) In general—(1) General rule. Sec- output facility or any other output facility

B, for the 1,000 MW. I's payments to MU will at tion 141(b)(4) provides a special privatehat is part of the same project.
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(i) Bonds taken into accounktor pur- concert to finance a project, however (fothe original design of those facilities (the
poses of this paragraph (a)(2), in applyingxample as participants in a joint powersriginal project) is not part of the same
the $15 million output limitation to an authority), their interests are aggregategroject as the original project if the con-
issue (the later issue), a tax-exempt bonalith respect to that project to determinestruction, reconstruction, or acquisition of
of another issue (the earlier issue) is takemhether the $15 million output limitation that improvement commences more than

into account if— is met. In the case of undivided owner3 years after the original project was
(A) That bond is outstanding on theship interests in a single output facilityplaced in service and the bonds issued to
issue date of the later issue; property that is not owned by differentfinance that improvement are issued more

(B) That bond will not be redeemedpersons is treated as separate projedtgean 3 years after the original project was
within 90 days of the issue date of th@nly if the separate interests are fiplaced in service.
later issue in connection with the refundnanced— (i) Special rule for transmission facili-
ing of that bond by the later issue; and (i) With bonds of different issuers; and ties. An improvement to transmission fa-

(C) More than 5 percent of the sale pro- (ii) Without a principal purpose of cilities that is not part of the original de-
ceeds of the earlier issue financed an ouvoiding the limitation in this section. sign of that property is not part of the
put facility that is part of the same project (3) Generating property-(i) Property same project as the original project if the
as the output facility that is financed byon same site.In the case of generationissuer did not reasonably expect the need
more than 5 percent of the sale proceedsd related facilitiegproject means prop- to make that improvement when it com-
of the later issue. erty located at the same site. menced construction of the original pro-

(3) Benefits and burdens test applica- (ii) Special rule for generating units.ject and the construction, reconstruction,
ble—(i) In general. In applying the $15 Separate generating units are not part of acquisition of that improvement is
million output limitation, the benefits andthe same project, if one unit is reasonablynandated by the federal government or a
burdens test of §1.141-7T applies, excepixpected, on the date of each issue that fitate regulatory authority to accommodate
that “$15 million” is substituted for “10 nances the project, to be placed in servicequests for wheeling.
percent”, or “5 percent” as appropriate. more than 3 years before the other. Com- (6) Replacement propertyFor pur-

(i) Earlier issues for the projectlf mon facilities or property that will be poses of this section, property that re-
bonds of an earlier issue are outstandirfgnctionally related to more than one genplaces existing property of an output fa-
and must be taken into account under pararating unit must be allocated on a reasouwgility is treated as part of the same project
graph (a)(2) of this section, the nonqualiable basis. If a generating unit already ias the replaced property unless—
fied amount for that earlier issue is multiconstructed or is under construction (the (i) The need to replace the property was
plied by a fraction, the numerator of whicHirst unit) and bonds are to be issued to finot reasonably expected on the issue date
is the adjusted issue price of the earliamance an additional generating unit (ther the need to replace the property oc-
issue as of the issue date of the later issiggcond unit), all costs for any common faeurred more than 3 years before the issuer
and the denominator of which is the issueilities paid or incurred before the earliereasonably expected (determined on the
price of the earlier issue. Pre-issuance aof the issue date of bonds to finance thissue date of the bonds financing the
crued interest as defined in §1.148-1(b) isecond unit or the commencement of corproperty) that it would need to replace the
disregarded for this purpose. struction of the second unit are allocategdroperty; and

(b) Definition of project—(1) General to the first unit. At the time that bonds are (ii) The bonds that finance (and refi-
rule. For purposes of paragraph (a)(2) ofssued to finance the second unit (or, ihance) the replaced property have a
this sectionprojecthas the meaning pro- earlier, upon commencement of construaweighted average maturity that is not
vided in this paragraph. Facilities that aréion of that unit), any remaining costs ofgreater than 120 percent of the reasonably
functionally related and subordinate to ahe common facilities may be allocatecexpected economic life of the replaced
project are treated as part of that samemong the first and second units so that jroperty.
project. Facilities having different pur-the aggregate the allocation is reasonable. (c) Example. The application of the
poses or serving different customer bases (4) Transmission.In the case of trans- provisions of this section is illustrated by
are not ordinarily part of the same projectmission facilitiesprojectmeans function- the following example:

For example, the following are generallyally related or contiguous property and Example. (i) Power Authority K, a political sub-

not part of the same project— property for ancillary services, such aSiyision intends to issue a single issue of tax-ex-
(i) Generation and transmission facili{property required to be included in opermpt bonds at par with a stated principal amount and
ties; access transmission tariffs under rules chles proceeds of $500 million to finance the acqui-

(i) Separate facilities designed to servéhe FERC. Separate transmission faciliition of an electric generating facility. No portion

wholesale customers and retail customerties are not part of the same project if ond e facility will be used for a private business use,
except that L, an investor-owned utility, will pur-

and facility is reasonably expected, on th%hase 10 percent of the output of the facility under a
(iii) A peaking unit and a baseload unitissue date of each issue that finances the contract and will pay 10 percent of the debt ser-
(2) Separate ownershipExcept as oth- project, to be placed in service more thavice on the bonds. The nonqualified amount with

erwise provided in this paragraph (b)(2)2 years before the other. respect to the bonds is $50 million.

facilities that are not owned by the same (5) Subsequent improvemestgi) In (i) The maximum amount of tax-exempt bonds

. . . _that may be issued for the acquisition of an interest
person are not part of the same project. ¢feneral. An improvement to generating, ine facility in paragraph (i) of thigxampleis

different governmental persons act iror transmission facilities that is not part 0&465 million (that is, $450 million for the 90 percent
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of the facility that is governmentally owned andtions may each be applied to any bonds is- (2) Refunding bonds issued on or after

used plus a nonqualified amount of $15 million).  g,ed before May 16, 1997— May 16, 1997.
Par. 5. Section 1.141-15 is revised to Q) Sect?on 1.141-3(b)(4); 0] Pe_rmissive_ retroactiv_e_application
read as follows: (2) Section 1.141-3(b)(6); and of certain regulations pertaining to output
(3) Section 1.141-12. contracts. Section 1.141-7T(f)(4) and (5)
81.141-15 Effective dates. Par. 6. Section 1.141-15T is added tmay be applied to any bonds issued be-
] _ read as follows: fore February 23, 1998.
(a) Scope. The effective dates of this Par. 7. Section 1.142(f)(4)-1T is added

section apply for purposes of §§1.141-§1.141-15T Effective dates (temporary),, read as follows§1.142(f)(4)—1T Man-

through 1.141-6(a), 1.141-9 through . . .
1_1419_14 1_145(_1) through 1.145_92 (a) through (e) [Reserved]. For guid/€r of making election to terminate tax-

1.150-1(a)(3) and the definition of boncfNCe see 8§1.141-15. . exemp(y)t bond fmag C'rl.g (telrzgofrazy).
documents contained in §1.150-1(b). _ (f) Effective dates for certain regula- (a) Overview. Section 142(f)(4) per-
(b) Effective dates.Except as other- 1ions relating to output facilities-(1) mits a person engaged in the local fur-
wise provided in this section, §§1.141{5eneral rule. Except as otherwise pro-Nishing of electric energy or gas (a local
through 1.141-6(a), 1.141-9 througH’ided in this section, 8§ 1.141-7T and‘u_rnlsher) that uses facilities flnanc_ed
1.141-14, 1.145-1 through 1.145-21.141-8T apply to bonds issued on owith exempt facility bonds l_mder s_ectlon
1.150-1(a)(3) and the definition of bondffter February 23, 1998 that are subject f#2(2)(8) and that expands its service area
documents contained in §1.150—1(b) appfyection 1301 of the Tax Reform Act ofin @ manner |r_100n3|stent with the require-
to bonds issued on or after May 16, 199 986 (100 Stat. 2602). ments of sect|or_13 142(2)(8) and 142(f) to
that are subject to section 1301 of the Tax (2) Transition rule for requirements make an election to ensure that those
Reform Act of 1986 (100 Stat. 2602).  contracts. Section 1.141-7T(c)(4) ap-bonds will continue to be treated as ex-
(c) Refunding bondsSections 1.141— Plies to output contracts entered into offmpt facility bonds. The election must
1 through 1.141-6(a), 1.141-9 througle" after February 23, 1998. An outpufheet the requirements of paragraphs (b)
1.141-14, 1.145-1 through 1.145-2¢ontract is treated as entered into on @nd (c) of this section. _
1.150-1(a)(3) and the definition of boncffter that date if its term is extended, the (b) Time for making electior(1) In
documents contained in §1.150-1(b) dgarties to the contract change, or otheteneral. An election under section
not apply to any bonds issued on or aftdpaterial terms are amended on or aftéi42(f)(4)(B) must be filed with the Inter-
May 16, 1997, to refund a bond to whichhat date. nal Revenue Service on or before 90 days
those sections do not apply unless— (9) Refunding bonds in generalEx- after the later of— _
(1) The weighted average maturity of€pt as otherwise provided in paragraph (i) The date of the service area expan-
the refunding bonds is longer than—  (h) or (i) of this section, §§1.141-7T andbion that causes bonds to cease to meet
(i) The weighted average maturity ofl.141-8T do not apply to bonds issued o€ requirements of sections 142(a)(8)
the refunded bonds: or or after February 23, 1998, to refund @nd 142(f); or
(i) In the case of a short-term ob|igab0l"ld to which the 881.141-7T and (i) February 231' 1998. .
tion that the issuer reasonably expects tb141-8T do not apply unless— (2) Date of service area expansidfor
refund with a long-term financing (such (1) The weighted average maturity othe purposes of this section, the date of
as a bond anticipation note), 120 perceiife refunding bonds is longer than— the service area expansion is the first date
of the weighted average reasonably ex- (i) The weighted average maturity ofon which the local furnisher is authorized
pected economic life of the facilities fi-the refunded bonds; or to collect revenue for the provision of ser-
nanced; or (i) In the case of a short-term financ-vice in the expanded area.
(2) A principal purpose for the issuancdngs (such as a bond anticipation note), (¢) Manner of making electionAn
of the refunding bonds is to make one ok20 percent of the weighted average re&lection under section 142(f)(4)(B) must
more new conduit loans. sonably expected economic life of the fabe captioned “ELECTION TO TERMI-
(d) Permissive application of regula- cilities financed; or NATE TAX-EXEMPT BOND FINANC-
tions. Except as provided in paragraph (e) (2) A principal purpose of the issuancdNG”, must be signed under penalties of
of this section, §§1.141-1 throughof the refunding bonds is to make one gperjury by a person who has authority to
1.141-6(a), 1.141-9 through 1.141-14nore new conduit loans. sign on behalf of the local furnisher, and
1.145-1 through 1.145-2, 1.150-1(a)(3) (h) Permissive retroactive application. must contain the following information—
and the definition of bond documents conExcept as provided in §1.141-15 (d) or (1) The name of the local furnisher;
tained in §1.150-1(b) may be applied ife) or paragraph (i) of this section, (2) The tax identification number of the
whole, but not in part, to actions taken be881.141-1 through 1.141-6, 1.141-77ocal furnisher,
fore February 23, 1998 with respect to— through 1.141-8T, 1.141-9 through (3) The complete address of the local
(1) Bonds that are outstanding on May..141-14, 1.145-1 through 1.145-2furnisher;
16, 1997, and subject to section 141; or 1.150-1(a)(3) and the definition of bond (4) The date of the service area expan-
(2) Refunding bonds issued on or aftedocuments contained in §1.150-1(b) magion;
May 16, 1997. be applied in whole, but not in partto—  (5) Identification of each bond issue
(e) Permissive retroactive application (1) Bonds that are outstanding on Magubject to the election, including the com-
of certain sections.The following sec- 16, 1997, and subject to section 141; or plete name of each issue, the tax identifi-
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cation number of each issuer, the issue Michael P. Dolan, reviewed and approved by the Office of

date of each issue, the issue price of each Acting Commissioner of Management and Budget in accordance
issue, the adjusted issue price of each Internal Revenue. with the Paperwork Reduction Act (44
issue as of the date of the election, the U.S.C. 3507) under the control number
earliest date on which the bonds of eacfiPProved December 23, 1997. 1545-1511. Responses to this collection
issue may be redeemed, and the principal of information are voluntary.
amount of bonds of each issue to be re- Jonathan Talisman, An agency may not conduct or sponsor,
deemed on the earliest redemption date; Deputy Assistant Secretary ofand a person is not required to respond to,
(6) A statement that the local furnisher the Treasury. a collection of information unless the col-
making the election agrees to the condi- lection of information displays a valid

tions stated in section 142(f)(4)(B); and (Filed by the Office of the Federal Register orONtrol number.
(7) A statement that each issuer of théanuary 21, 1998, 8:45 am., and published in the The estimated average annual burden
bonds subject to the election has receivégglf:eROfgtgge';edera' Register for January 22, 1998 recordkeeper is 5 hours.
written notice of the election. o Comments concerning the accuracy of
(d) Effect on section 150(blExcept as this burden estimate and suggestions for
prowded in p_aragrgph (e) of th_|s Se.Ct'(.)nSection 468A.—Special Rules reducing this burden should b.e sent to the
if a local furnisher files an election within Nucl D L Internal Revenue ServiceAttn: IRS Re-
the period specified in paragraph (b) Ofor uclear becommissioning ports Clearance Officer, T:FP, Washing-

this section, section 150(b) does not applg;OStS ton, DC 20024, and to theffice of Man-

to bonds identified in the election during26 CFR 1.468A-3: Ruling amount, agement and BudgetAttn: Desk Officer

and after that period. for the Department of the Treasury, Office
(e) Effect of failure to meet agreementsy p g758 of Information and Regulatory Affairs,

If a local furnisher fails to meet any of the Washington, DC 20503.

conditions stated in an election pursuamhyEPARTMENT OF THE TREASURY Books or records relating to a collec-

to paragraph (c)(6) of this section, thgnternal Revenue Service tion of information must be retained as

election is invalid. 26 CFR Parts 1 and 602 long as their contents may become mater-
(f) Corresponding provisions of the In- ial in the administration of any internal

ternal Revenue Code of 195&ection Nyclear Decommissioning revenue law. Generally, tax returns and

103(b)(4)(E) of the Internal RevenueFunds; Revised Schedules of return information are confidential, as re-

Code of 1954 set forth corresponding rem
quirements for the exclusion from gross
income of the interest on bonds issued fGENCY: Internal Revenue ServiceBackground

facilities for the local furnishing of elec- (IRS), Treasury.

tric energy or gas. For the purposes of ~ron: Final regulations. tions under section 468A of the Internal

this section any reference to sections Revenue Code. Section 468A was added
142(a)(8) and (f) of the Internal RevenusSUMMARY: This document contains final 1 the Internal Revenue Code by section

Code of 1986 includes a reference to thegulations relating to requests for revised1 (c) of the Tax Reform Act of 1984

corresponding portion of sectionschedules of ruling amounts for nucleagpyplic Law 98-369). Significant amend-

103(b)(4)(E) of the Internal Revenuedecommissioning reserve funds. The regynents were made to section 468A by sec-

Code of 1954. lations amend existing regulations to easgon 1917 of the Energy Policy Act of
(9) Effective dates.Section 1.142(f)- the burden on affected taxpayers by pefggo (Public Law 102-486).

(4)-1 applies to elections made on or aftenitting electing taxpayers with qualifying  gection 468A(a) allows an electing tax-

uling Amounts quired by 26 U.S.C. 6103.

This document contains final regula-

February 23, 1998. interests in nuclear power plants to adjusﬁayer to deduct the amount of payments
Par. 8. Section 1.150-5T is added tcheir ruling amounts under a formula ok54e by the taxpayer to a nuclear decom-
read as follows: method rather than by filing a request for &issioning reserve fund. Section
§1.150-5T Filing notices and elections revised schedule of ruling amounts. 468A(b) limits the amount of these pay-
(temporary). DATES: The final regulations are effec.ments _for any taxable year to the lesser of
_ _ tive January 20, 1998. the ru!lng amount or_the amognt of de-
(a) In general. Notices and elections commissioning costs included in the tax-

under the following sections must be fledcFOR FURTHER INFORMATION CON- payer’'s cost of service for ratemaking
with the Chief, Employee Plans and ExTACT: Peter Friedman, (202) 622-311(urposes for that taxable year.

empt Organizations) of the appropriaténot a toll-free number). Section 468A(d) provides that no de-
key district office— duction shall be allowed unless the tax-
(1) Section 1.141-12(d)(3); and SUPPLEMENTARY INFORMATION: payer requests, and receives, a schedule
(2) Section 1.142(f)(4)-1T. Paperwork Reduction Act of ruling amounts from the Secretary. A
(b) Effective datesThis section applies ruling amount is, with respect to any tax-
to notices and elections filed on or after The collection of information con- able year, the amount determined by the
February 23, 1998. tained in these final regulations has beeBecretary as necessary to (1) fund that
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portion of the nuclear decommissioningnula or method for determining a schedulenore than 10 percent from the ruling
costs of the taxpayer with respect to thef ruling amounts and to revise the mandaamount for the immediately preceding
nuclear power plant which bears the santery review requirements. taxable year. The commentators gener-
ratio to the total nuclear decommissioning Written comments were received in really favored either a retention of the 5
costs with respect to the nuclear powesponse to the notice of proposed rulemalgear review period without limits on dif-
plant as the period for which the nucleamng, and a public hearing was held orfierences in ruling amounts or an increase
decommissioning fund is in effect bears tdlay 13, 1997. After considering the writ-in the percentage by which ruling
the estimated useful life of such nucleaten comments and the statements madeahounts are permitted to differ. In re-
power plant; and (2) prevent any exceghe public hearing, the proposed rules agponse to these suggestions, the final reg-
sive funding of such costs or the fundingdopted as modified by this Treasurylations retain the 5 year review require-

of such costs at a rate more rapid thaDecision. ment, increase the overall percentage by
level funding, taking into account such . . which ruling amounts may differ, and
discount rates as the Secretary deems dpPlanation of Provisions eliminate the 10 percent limitation on

propriate. Section 468A(d)(3) provides The final regulations provide that a taxChanges from one year to the next.
that the Secretary shall, at least once d%hyer may request approval of a formula Some commentators suggested that all
ing the useful life of the nuclear power,, athod for determining a schedule oflements of a formula should be permitted
plant (or more frequently, upon the reque§h|ing amounts (rather than a schedulf® be variable. Nothing in the proposed
of the taxpayer), review and, if necessangpecifying a dollar amount for each tax/€gulations was meant to suggest other-
revise the schedule of ruling amounts. ;e year) that is consistent with the prin‘—"’ise' In order to afford different taxpay-
Section 1.468A-3 sets forth the ““e%iples and provisions of the rules relatin§"s maximum flexibility in using a for-
relating to the determination of ruling;q the determination of ruling amounts. mula, the regulations do not specify
amounts. The regulations permit the use The final regulations ease the ﬁ“ngwhich elements must be fixed and which
of a formula or method for determining &, ,rqen on taxpayers by permitting therfnust be variable. Instead, the formula, it-
schedule of ruling amounts (in lieu of g, adjust their ruling amounts under a forself, will determine whether an element is
schedule of ruling amounts specifying &,,1a or method (rather than by filing a refixed or variable. A fixed element is one
dollar amount for each taxable year), b”(ﬁuest for a revised schedule of ruIinéhat is assumed to retain the same value
only if the public utility commission es- amounts). Thus, a taxpayer may maxi€dardless of action by the applicable
tablishing or approving the amount of deyi-e its deductions under section 46gRublic utility commission.
commissioning costs to be included iny;ithout requesting a revised schedule of Some commentators suggested that a
cost of service for ratemaking does not ©$uling amounts each time a public uti”tytaxpayer that recently received a schedule
timate the cost of decommissioning in fuzommission changes the amount of d&@f ruling amounts should be permitted to
ture dollars. vary this schedule using a formula or

) ) o commissioning costs included in the tax*
The regulations contain provisions for, method that has not been approved by the

i a0 ayer’s cost of service if, under the tax> """ . L .
the_ review and revision of sched_ules Ogayer’s formula or method, theService. This suggestion is inconsistent
ruling amounts and set forth circum

“commission’s action results in a correWith the Service’s obligation to issue and

stances under which a taxpayer must "&onding change in ruling amounts. Theview schedules of ruling amounts and is
quest a revision to its schedule of ruling, nmentators all agreed with the exhot adopted.

amounts. In general, a schedule of ru”nganded availability of ruling amounts Several commentators requested that
amounts must be reviewed at 10 year ifased on formulas or methods. the existing user fee for obtaining a

tervals. If the schedule is determined |, addition, the final regulations mod-Schedule of ruling amounts under section
under a formula or method, however, thg 468A is excessive and should be waived

' ) the mandatory review provisions ap- ) - ¢
period between reviews may not exceed Jjicaple to schedules of ruling amount®" reduced. Because this subject is not

years. determined under a formula or methodVithin the scope of this regulations pro-
The regulations provide that a taxpayefe proposed regulations eliminate théect, it is not addressed in the final regula-
may request an elective review of itg e requiring review of those scheduled0nS-
schedule of ruling amounts. A taxpayeLsiar 5 years but make those schedules Finally, some commentators suggested
seeking to maximize its deductions ””deéubject to the general rule requiring rethat the regulations should address the sit-
section 468A generally needs to request dfe\y at 10 year intervals. In addition, thdlation where a taxpayer, based on a good
elective review of its schedule of ru"ngproposed regulations require taxpayers {gith but erroneous calculation of the per-
amounts each time a public utility Commis-request a revised schedule of ruling€ntage limitations, fails to comply with
sion changes previously established,qunts if, beginning with the secon he mandatory review provisions. Partly
amounts of decommissioning costs. A NG,y aple year during which the most rein response to this suggestion, the per-
tice of proposed rulemaking (REG_centIy issued formula or method is in ef€entage limitation has been simplified.
09828-96) relating to these rules was pulgact ‘the ruling amount for a taxable YeaEtiactive date
_ ?1) differs by more than 25 percent from
23,1996 (61 F.R. 67510). The notice prope ryling amount for any preceding tax- These regulations are applicable for re-
poses to amend 81.468A-3(a)(4) by elimizp|e year during which such formula oquests for schedules of ruling amounts

nating the restriction on the use of a forpathog was in effect; or (2) differs bymade on or after January 20, 1998.
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Special Analyses (f) *** schedule on or before the earlier of the
. . B)*** (i)y*x** deemed payment deadline for the fifth tax-
It has been determined that this Treasury (jiy The requirement of this paragraphable year that begins after its taxable year
qlemsmn is not a significant regulatory act)(3) does not apply if the taxpayer deterin which the most recent formula or
tion as defined in EO 12866. Therefore, gineg jts schedule of ruling amountsnethod was approved or the deemed pay-
regulatory assessment is not required. |fyqer a formula or method obtained undement deadline for the first taxable year
has also been determined that sectiogy 468 -3(a)(4) and the cost of servicéhat begins after a taxable year in which
553(b) of the Administrative Proceduré;mqnt is a variable element of that forthere is a substantial variation in the ruling
Act (5 U.S.C. 'chapter 5) does not app_l;_/ 3hula or method. amount determined under the most recent
these regulations. It is hereby certified formula or method. There is a substantial
that the collection of information in the oo variation in the ruling amount determined
regulation will not have a significant im- -, o o1 sean e amandelinder the formula or method in effect for a

act on a substantial number of small enti- ; ;
tFi)es This certification is based on the fact® follows: taxable year if the ruling amount for the

X N . 1. Paragraph (a)(4) is revised. year and the ruling amount for any earlier
that taxpayers with qualifying interests in a 2. Paragraph (e)(5) is added. year since the most recent formula or
r)gclear power plant are generally large en- 3. Paragraphs ()(L)(i)(A). ()(1)ii)- Method was approved differ by more than
tities. Thus, because the regulation appllei)(S), and ()(1)(iil)(B) are revised. 50 percent of the smaller amount.

[ h i
only to these taxpayers and does not i 4. Paragraph ()(1)(iil)(C) is added.

pose a collection of information on small Th A d additi d as fol L S

entities, the Regulatory Flexibility Act (5 .e revisions and addiions read as fol- - . x

U.S.C. chapter 6) does not apply. Pursuamws' Ezg o

to section 7805(f) of the Internal Revenug 4163A-3 Ruling amount. )

Code, the notice of proposed rulemaking ~(3) Reduces the amount of decommis-
* k% sioning costs to be included in cost of ser-

preceding these regulations was submitted (& .

to the Chief Counsel for Advocacy of the (4) The Internal Revenue Service willVIC€ for any taxable,year;

Small Business Administration for com-approve, at the request of the taxpayer, a (B) The taxpayer S most recent request
ment on its impact on small business. ~ formula or method for determining afor a schedule of ruling amounts did not

_ _ schedule of ruling amounts (rather than Brovide notice to the Internal Revenue
Drafting Information schedule specifying a dollar amount fopervice of such action by the public utility

I~ each taxable year) that is consistent witRommission; and
The principal author of these regula- . - . -
tions ispPetelr3 Friedman, Office of Agssis-the principles and provisions of this sec- -(C) Ir! ihe case of a taxpayer that deter
tant Chief Counsel (P;issthroughs ant&on. See paragraph (i)(1)(ii) of this sechines lts schedule of ruling amounts

tion for a special rule relating to theunderaformula or method obtained under

Special Industries). However, other per . . i i i

P | from th IR)S 4T b P mandatory review of ruling amounts thaParagraph (a)(4) of this section, the item
sonnet from the di z?]n_ dreaslury ePalare determined pursuant to a formula dpcreased, adjusted, or reduced is a fixed
ment participated in their development.

method. (rather than a variable) element of that
formula or method.

* * * * *
* * * * *
Adoption of Amendments to the (6)*+* Xk % %k %
i e
Regulations Par. 4. Section 1.468A-8 is amended

(5) A formula or method obtained under ,
Accordingly, 26 CFR parts 1 and 602paragraph (a)(4) of this section may pro?Y add.mg paragraph (b)(12) to read as
are amended as follows: vide for changes in an estimated date qfellows:

scribed in paragraph (e)(1) or (2) of thi%l 468A-8 Effective date and transitional
PART 1—INCOME TAXES section to reflect changes in the ratemakyoq

Paragraph 1. The authority citation fof’d @ssumptions used to determine rates
part 1 continues to read in part as followdWhether interim or final) that are estab- oo
Authority: 26 U.S.C. 7805 * * * Ils.hed or approyed by the appllcable public (b) * * *
Par. 2. Section 1.468A-2 is amendelilty commission after the filing of the re- 15y s o formula or methodSec-
as follows: quest for approval of a formula or methody; ., ¢ 4682 (f)(3)(ii) and §1.468A—
1. The text of paragraph (f)(3) follow- x o+ % % 3(a)(4) (to the extent it permits a formula
ing the heading is designated as paragraph or method when the applicable public
(H(3)(i). (i) **~* utility commission estimates the cost of
2. Paragraph (f)(3)(ii) is added. (1) *** decommissioning in future dollars),
The addition reads as follows: (i(A) Any taxpayer that has obtained ae)(5), (i)(1)(ii)(A) (to the extent it re-
, formula or method for determining aquires the taxpayer to file a request for a
81.468A-2 Treatment of electing schedule of ruling amounts for any taxrevised schedule because of a substantial
taxpayer. able year under paragraph (a)(4) of thigariation in ruling amounts), and
S, section must file a request for a reviseg)(1)(iii)(C) apply only to requests for a
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formula or method submitted on or after Michael P. Dolan, Revenue Service, under § 1.472-1(k) of

January 20, 1998, and to formulas and Deputy Commissioner ofthe Income Tax Regulations and Rev.
methods obtained in response to those re- Internal Revenue. Proc. 86—46, 1986-2 C.B. 739, for appro-
guests. priate application to inventories of depart-
PART 602—OMB CONTROL Approved January 9, 1998. ment stores employing the retail inven-
— ; tory and last-in, first-out inventor
NUMBERS UNDER THE - Donald €. Lubick, me%lhods for tax ded Yth
Acting Assistant Secretary of years ended on, or wi
PAPERWORK REDUCTION ACT .
the Treasury (Tax Policy). reference to, January 31, 1998.

The Department Store Inventory Price

Par. 5. The authority citation for part(F,I d by the Office of the Federal Register onind d tional basi
: . iled by the Office of the Federal Register orindexes are prepared on a national basis
602 continues to read as follows: January 16, 1998, 45 am., and published in g include (ap) 2% major groups of depart-
Authority: 26 U.S.C. 7805. issue of the Federal Register for January 20, 1998, ) S
Par. 6. In §602.101(c), the entry fo3 FR. 2892) ments, (b) three special combinations of

1.468A-3 in the table is revised to read as the major groups - soft goods, durable
goods, and miscellaneous goods, and (c) a

follows: -
Section 472.—Last-in. First-out  store total, which covers all departments,
8§602.101 OMB Control numbers. Inventories including some not listed separately, ex-
T, cept for the following: candy, food,
26 CFR 1.472-1: Last-in, first-out inventories.  liquor, tobacco, and contract departments.
[ * k% %
( ) LIFO; price indexes; department stores.The
- January 1998 Bureau of Labor Statistics price in-
CFR pf_irt or S_eCtmn Current OMB gexes are accepted for use by department stores em-
where identified control No. ploying the retail inventory and last-in, first-out in-
or described ventory methods for valuing inventories for tax years

ended on, or with reference to, January 31, 1998.

* * * * *

Rev. Rul. 98-16
1468A-3 ................ 1545-1269 .
1545-1378  1he following Department Store Inven-

1545-1511 _tory Price Indexes for January 1993 were
issued by the Bureau of Labor Statistics.
Xk ok k% The indexes are accepted by the Internal

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS
(January 1941 = 100, unless otherwise noted)

Percent Change

Groups Jan. Jan. from Jan. 1997
1997 1998 to Jan. 1998
1. Piece GOOOS . . . oo 536.5 536.7 0.0
2. Domestics and Draperies . . ... ...t 648.0 627.9 -3.1
3. Women'’s and Children's Shoes . . ......... ... .. . . ... ... 636.8 656.3 3.1
4. Men's SNOES . . ... 895.6 890.5 -0.6
5. Infants’Wear . .. ... 622.7 619.0 -0.6
6. Women's UNderwear . . ...ttt i 522.0 558.3 7.0
7. Women's HOSIerY . .. ..o 291.3 304.6 4.6
8. Women'’s and GirlS’ACCESSOIMES . . ...t 539.6 544.1 0.8
9. Women'’s Outerwear and Girls"Wear .............. ... .. . oo, 404.3 395.6 2.2
10. Men's Clothing ... ..o 614.3 614.6 0.0
11. Men’'s FUrnishings . . . ... 580.0 584.2 0.7
12. Boys’'Clothing and Furnishings . .......... ... . . .. ... 478.5 504.4 5.4
13, JeWelry 993.2 981.2 1.2 -
4. NOLONS . .o 773.4 803.3 9 3
15. ToiletArticlesand Drugs . . . .. ..o 906.5 929.7 2.6
16. Furnitureand Bedding . . ... ... 658.4 662.8 0.7
17. FIOOr COVEINGS .« v o ettt e e e e e e e e e 579.1 583.9 0.8
18. HOUSEBWAIES . . .ttt e e e e e e 818.0 811.8 -0.8
19. Major ApplianCes . ... ..o 246.8 241.8 -2.0
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BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS—Continued
(January 1941 = 100, unless otherwise noted)

Percent Change

Groups Jan. Jan. from Jan. 1997
1997 1998 to Jan. 1998
20. Radioand Television . .. ...t e 78.4 73.5 -6.3
21. Recreationand Educatfon . .. ... 111.7 108.3 -3.0
22. HOme IMProvemerms. . . .. ...ttt e e e e e 132.9 134.0 0.8
23. AULO ACCESSONBS. . . . ottt et e e e e e 107.6 107.8 0.2
Groups 1 —15: SoftGOOdS . . ...ttt 592.0 593.1 0.2
Groups 16 — 20: Durable Goods .. ... ... i 469.9 461.9 -1.7
Groups 21 —23: MiSC. GOORS. . . . .ot vttt et e 113.6 111.5 -1.8
Store Total . . ... 550.0 547.5 -0.5

1Absence of a minus sign before percentage change in this column signifies price increase.

2Indexes on a January 1986=100 base.

3The store total index covers all departments, including some not listed separately, except for the following: candypfotat, lig
bacco, and contract departments.

DRAFTING INFORMATION Applicability dates: This regulation is Cir. 1993), was misapplied and that the
o . applicable for tax returns whose originaproposed amendment to §1.905-2(b)(3)
The principal author of this revenu€y,q yate falls on or after January 1, 1988&ienied district directors the flexibility to

ruling is Stan Michaels of the Office of find compliance with section 905(b) un-
Assistant Chief Counsel (Income Tax anFOR FURTHER INFORMATION CON- less the taxpayer produces receipts (or

Accounting). For further information re-TACT: Joan Thomsen, (202) 622-385Q,thar direct evidence of payment) in order
garding this revenue ruling, contact Mr(not a toll-free call).

to prove that the taxes actually were paid
Michaels on (202) 622-4970 (not a toll- P y P

free call) SUPPLEMENTARY INFORMATION: [0 the foreign government. They argued
: that, even if the district director should be
Background able to require such proof in cases such as

Continental lllinois,district directors
must have the flexibility to accept lesser

26 CFR 1.905-2: Conditions of allowance of Credit'pI’OpOSGd rulemaking (REG—208288—9 roof. They argued thata portfolio holder

f publicly-traded foreign securities, for
T.D. 8759 [1997-1 C.B. 722]) at 62 F.R. 1700, relatgy ample, “will not be able to obtain proof

ing to the filing requirements for returns;y e form of receipts evidencing that the
DEPARTMENT OF THE TREASURY ;'(‘;"S're"(;”rge Qﬂ&fiﬁff)'g” tax credit (the pro-issyer of the securities actually paid the
Internal Revenue Service X ' . withheld taxes to the foreign government.
26 CER Part 1 Written comments responding t0 the  tpe comment letters are correct that the
pr%?ost:ad regulation Weret r;ce%/ed.h Aegulations historically have allowed the
Filing Requirements for Returns plu dI(l;) tearmglj \;vas reqU(Iesde han tf?c ethistrict director flexibility to determine
Claiming the Foreign Tax Credit uled but was later canceled when the ORgat section 905(b) is satisfied without the
requester withdrew the request to testify, .,y ,ction of tax receipts evidencing that
AGENCY: Internal Revenue SerViceAfter conS|dﬁrat|0n of aall of t?gwnttegthe tax has been paid to the foreign gov-
(IRS), Treasury. comments, the proposed regulation Undefment, Treasury and the IRS did not in-
section 905(b) is adopted as revised by g that the amendment to §1.905—

Section 905.—Applicable Rules On January 13, 1997, the IRS pub
lished in theFederal Registera notice of

ACTION: Final Regulation. this Treasury Decision. 2(b)(3), as proposed, deny the district di-
SUMMARY: This document contains aSummary of Comments and Final rector the flexibility to accept secondary
final regulation relating to the substantiaRegulations e\;llden.cE of the forelg}'nhtax pa%/men.t
tion requirements for taxpayers claiming where it has been established to the satis-

foreign tax credits. The regulation is nec- The commen'ters'argued that Fhe infactiqn of the di;trict direc'For that it is im-
essary to provide guidance to U.S. tapderim credit notlo_n mcorporatgd in thep_ossmle to furnish a receipt for such for-
payers who claim foreign tax credits. proposed regulations fro@ontinental eign tax payment. The amendment was
lllinois, T.C. Memo 1991-66, 61 T.C.M. merely intended to clarify that proof of
DATES: Effective date: This regulation (CCH) 1916 (1991)aff'd in part and the act of withholding through secondary
is effective January 27, 1998. rev'd in part,998 F.2d 513, 516-17 (7thevidence is not, per se, equivalent to proof
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of payment of the foreign tax. Treasuryoint and intends to make similar changeBART 1—INCOME TAXES
and the IRS have now concluded, howto the Form 1118 Instructions.

ever, that such clarification is not neces- _ » Paragraph 1. The authority citation for
sary. Continental Illinois v. Commis- EXplanation of Provisions fZ?ICFR_ part 1 continues to read in part as
sioner, supra. §§1.905-2(a)(1), 1.905-2(b)(1),(2), and ' x oy

Therefore, in response to comments,_tfk%)’ and 1.£(%0)5(—)2(c) (b)().2) Authgnty. 26 US.C. 782()5 *xx ted b
proposed regulation is finalized without its Par. 2. Section 1.905-2 is amended by

proposed amendment to §1.905— 2(b)(3). Sections 1.905-2(a)(1), 1.905-2(b)(1)eVising the second through fourth sen-
Thus, the final regulations are identical t¢2) and (3), and 1.905-2(c) are unchangd@nces in paragraph (a)(2) to read as fol-
the final regulations currently in effect,from the current final regulations. lows:

except §1.905-2(a)(2) no longer requires

a foreign receipt or return to be attache81-905-2(a)(2)

to a Form 1116 or Form 1118. credit.
. . Under former §1.905-2(a)(2), taxpay-
Treasury and the IRS will continue to 8 (@)(2) pay

. : ) ers generally were required to attach to (@) ***
review the foreign tax credit substantiag, oiiincome tax returns either (1) the re- (2) * ** Except where it is established
tion rules to assure that they are funCt'Onc'eipt for the foreign tax payment or (2) do the satisfaction of the district director
ing adequately. For example, Treasury, oion tax return for accrued foreignthat it is impossible for the taxpayer to
and the IR.S are cor_u_:erngd thqt U.S. ho.lqéxes. Section 1.905-2(a)(2) removes tHarnish such evidence, the taxpayer must
g;snoéggss'%g;e;zgg?;’;?Xlggg)g ﬁg;r[: requirement that the documentation be aprovide upon request the receipt for each
claiming foreign tax credits in siiuations?a(?hed to the income tax return. The regsuch tax paymerjt if credit is sought for

where an intermediary in the chain 0#atlon now prowdgs that such evidence ofaxes already paid or the return on which
ownership between the holder of aforeigRayment of foreign taxes must be preeach such accrued tax was based if credit

security or an ADR and the issuer of thgented to the district director upon requesis sought for taxes accrued. The receipt
or return must be either the original, a du-

security (or the security underlying thespecijal Analyses . - i
ADR) has taken actions inconsistent with P d pllcat.e original, or a duly certl_ﬂed or au-
the ownership of the underlying security It has been determined that this Treasuﬁiﬁentlcated copy. The preceding two sen-

by the person claiming the credit, such aéecision is not a significant regulatory actences are effective for returns whose
a disposition of such security. One aption as defined in Executive Order 128660riginal due date falls on or after January
proach to address this issue would involvéherefore, a regulatory assessment is nbt 1988. ***
modifying the substantiation, documentatequired. It has also been determined that

tion and reporting rules with respect tgection 553(b) of the Administrative Pro-

payments on such securities and taxegdures Act (5 U.S.C. chapter 5) does not

withheld therefrom. For example, inapply to this regulation, and because the

order for a U.S. owner to be entitled to &egulation does not impose a collection of

credit for foreign taxes imposed on ininformation on small entities, the Regula-

come with respect to a security, financialory Flexibility Act (5 U.S.C. chapter 6) , /50 o 13 1998
intermediaries (including custodians)does not apply. Pursuant to section 7805(%pp y L ’

could be required to substantiate that thegf the Internal Revenue Code, the notice of Donald C. Lubick,
have not taken any action inconsisterproposed rulemaking preceding this regu-
with beneficial ownership of the relevantation was submitted to the Chief Counsel

8§1.905-2 Conditions of allowance of

Michael P. Dolan,
Deputy Commissioner of
Internal Revenue.

Acting Assistant Secretary of
the Treasury.

security by such U.S. owner. for Advocacy of the Small Business Ad-
It should be noted that portfolio in-ministration for comment on its impact on(Filed by the Office of the Federal Register on
vestors are not necessarily entitled to folsmall business. January 26, 1998, 8:45 a.m., and published in the
. . . issue of the Federal Register for January 27, 1998,
eign tax credits for the full amount indi- 63 FR. 3812)

cated on the Form 1099 as foreign taxearafting Information
paid. Portfolio investors are only entitled ¢ principal author of this regulation
to a foreign tax credit for the amount ofs joan Thomsen of the Office of the As . L
; ; Section 6621.—Determination
tax that is legally owed, which may not beciate Chief Counsel (International) y¢ |nterest Rate
the same as the amount withheld. If, fofrs  However, other personnel from the

example, a portolio investor is entitled (9rs ang Treasury Department particizg crr 301.6621-1: Interest rate.
a refund of foreign tax withheld becaus%ated in their development.

of a reduced treaty withholding rate, the Interest rates; underpayments and overpay-

investor is only entitled to a foreign tax R xR X ments. The rate of interest determined under section

credit for the reduced amount, whether o . 6621 of the Code for the calendar quarter beginning
; ! ] : AdOptIOI.’l of Amendments to the April 1, 1998, will be 7 percent for overpayments, 8

not the investor files a refund claim WIthRegu|at|0nS

the foreian tax authorities. The IRS has percent for underpayments, and 10 percent for large
9 : . . corporate underpayments. The rate of interest paid

made changes to the Form 1116 Instruc- Accordingly, 26 CFR part 1 is amended, the portion of a corporate overpayment exceed-

tions and Publication 514 to clarify thisas follows: ing $10,000 is 5.5 percent.
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Rev. Rul. 98-17 8§ 6621(b)(1) for any month applies duringApril 1, 1998. The overpayment rate for
Section 6621 of the Internal Revenuetzhe first calendar quarter beginning aftethe pprtion of a corporate overpayment ex-
Code establishes different rates for ime's_uch mpnth. . . ceedmg $1O’0.00 for the galendar quarter
est on tax overpayments and interest on Sectlgn_ 6621(b)(2)(l3) provides that inbeginning April 1, 1998, is 5.5 percent.
tax underpayments. Under § 6621(‘,jl)(lgetermmmg_ the addition .to tax undefThe underpayment rate for large corporate
the overpayment rate is the sum of th 6654 for failure to pay estimated tax foupde_rpaym_ents for thg calendar quarter be-
federal short-term rate plus 2 percentag%ny taxable year, th(_a federal ;hort-terrglnnlng April 1, 1998, is 10 perc_ent._ These
points, except the rate for the portion of 5ate that applies during the third mopthatgs apply to amounts bearing interest
corporate overpayment of tax exceedirléonowmg such taxable year also appliesluring that calendar quarter.
$10,000 for a taxable period is the sum dfuring the first 15 days of the fourth Under 8 6621(b)(2)(B), the 9 percent
the federal short-term rate plus 0.5 of f1onth following such taxable year. rate that applies to estimated tax under-
percentage point for interest computations S€ction 6621(b)(3) provides that thepayments for the first calendar quarter in
made after December 31, 1994. Unddfderal short-term rate for any month isl998, as provided in Rev. Rul. 97-53,
§ 6621(a)(2), the underpayment rate is tH federal short-term rate determined997-52 I.R.B. 13, also applies to such
sum of the federal short-term rate plus §uring such month by the Secretary in aginderpayments for the first 15 days in
percentage points. cordance with § 1274(d), rounded to thépril 1998. _ _
Section 6621(c) provides that for purnearest full percent (or, if a multiple of Interest factors for daily compound in-
poses of interest payable under § 6601 di2 of 1 percent, the rate is increased f§rest for annual rates of 5.5 percent, 7
any large corporate underpayment, the u2€ next highest full percent). percent, 8 percent, and 10 percent are
derpayment rate under § 6621(a)(2) is de- Notice 88-59, 1988—1 C.B. 546, anpublished in Tables 16, 19, 21, and 25 of
termined by substituting “5 percentagéounced that, in determining the quarterljreév. Proc. 95-17,1995-1 C.B. 556, 570,
points” for “3 percentage points.” Seednterest rates to be used for overpaymen®y'3, 575, and 579.
§ 6621(0) and § 3016621—3 Of the Regl—and underpayments Of tax under § 6621, Annual Interest rates to be Compounded
lations on Procedure and Administratiothe Internal Revenue Service will use théaily pursuant to § 6622 that apply for
for the definition of a large corporate unfederal short-term rate based on dail{"0" periods are set forth in the tables ac-
derpayment and for the rules for determincompounding because that rate is mo§Pmpanying this revenue ruling.
ing the applicable date. Section 6621.(6)0n5i5te_nt With § 6621 WhiCh, pursuqnt t(bRAFTING INFORMATION
and § 301.6621-3 are generally effectivd 6622, is subject to daily compounding.
for periods after December 31, 1990. Rounded to the nearest full percent, the The principal author of this revenue rul-
Section 6621(b)(1) provides that théederal short-term rate based on daily coning is Raymond Bailey of the Office of As-
Secretary will determine the federal shortpounding determined during the month oistant Chief Counsel (Income Tax and Ac-
term rate for the first month in each calendanuary 1998 is 5 percent. Accordingly, aoounting). For further information
dar quarter. overpayment rate of 7 percent and an umegarding this revenue ruling, contact Mr.
Section 6621(b)(2)(A) provides that thederpayment rate of 8 percent are estaBailey on (202) 622-6226 (not a toll-free
federal short-term rate determined unddished for the calendar quarter beginningall).

TABLE OF INTEREST RATES
PERIODS BEFORE JUL. 1, 1975 - PERIODS ENDING DEC. 31, 1986
OVERPAYMENTS AND UNDERPAYMENTS
DAILY RATE TABLE

PERIOD RATE IN 1995-1 C.B.
Before Jul. 1, 1975 6% Table 2, pg. 557
Jul. 1, 1975—Jan. 31, 1976 9% Table 4, pg. 559
Feb. 1, 1976—Jan. 31, 1978 7% Table 3, pg. 558
Feb. 1, 1978—Jan. 31, 1980 6% Table 2, pg. 557
Feb. 1, 1980—Jan. 31, 1982 12% Table 5, pg. 560
Feb. 1, 1982—Dec. 31, 1982 20% Table 6, pg. 560
Jan. 1, 1983—Jun. 30, 1983 16% Table 37, pg. 591
Jul. 1, 1983—Dec. 31, 1983 11% Table 27, pg. 581
Jan. 1, 1984—Jun. 30, 1984 11% Table 75, pg. 629
Jul. 1, 1984—Dec. 31, 1984 11% Table 75, pg. 629
Jan. 1, 1985—Jun. 30, 1985 13% Table 31, pg. 585
Jul. 1, 1985—Dec. 31, 1985 11% Table 27, pg. 581
Jan. 1, 1986—Jun. 30, 1986 10% Table 25 pg. 579
Jul. 1, 1986—Dec. 31, 1986 9% Table 23, pg. 577
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TABLE OF INTEREST RATES
FROM JAN. 1, 1987 - PRESENT

)

)

OVERPAYMENTS UNDERPAYMENTS
RATE TABLE PG RATE TABLE PG
1995-1 C.B. 1995-1 C.B.
Jan. 1, 1987—Mar. 31, 1987 8% 21 575 9% 23 577
Apr. 1, 1987—Jun. 30, 1987 8% 21 575 9% 23 577
Jul. 1, 1987—Sep. 30, 1987 8% 21 575 9% 23 577
Oct. 1, 1987—Dec. 31, 1987 9% 23 577 10% 25 579
Jan. 1, 1988—Mar. 31, 1988 10% 73 627 11% 75 62¢
Apr. 1, 1988—Jun. 30, 1988 9% 71 625 10% 73 627
Jul. 1, 1988—Sep. 30, 1988 9% 71 625 10% 73 62]
Oct. 1, 1988—Dec. 31, 1988 10% 73 627 11% 75 624
Jan. 1, 1989—Mar. 31, 1989 10% 25 579 11% 27 58]
Apr. 1, 1989—Jun. 30, 1989 11% 27 581 12% 29 583
Jul. 1, 1989—Sep. 30, 1989 11% 27 581 12% 29 58
Oct. 1, 1989—Dec. 31, 1989 10% 25 579 11% 27 581
Jan. 1, 1990—Mar. 31, 1990 10% 25 579 11% 27 58]
Apr. 1, 1990—Jun. 30, 1990 10% 25 579 11% 27 581
Jul. 1, 1990—Sep. 30, 1990 10% 25 579 11% 27 58
Oct. 1, 1990—Dec. 31, 1990 10% 25 579 11% 27 581
Jan. 1, 1991—Mar. 31, 1991 10% 25 579 11% 27 58]
Apr. 1, 1991—Jun. 30, 1991 9% 23 577 10% 25 579
Jul. 1, 1991—Sep. 30, 1991 9% 23 577 10% 25 57¢
Oct. 1, 1991—Dec. 31, 1991 9% 23 577 10% 25 579
Jan. 1, 1992—Mar. 31, 1992 8% 69 623 9% 71 625
Apr. 1, 1992—Jun. 30, 1992 % 67 621 8% 69 623
Jul. 1, 1992—Sep. 30, 1992 7% 67 621 8% 69 623
Oct. 1, 1992—Dec. 31, 1992 6% 65 619 7% 67 621
Jan. 1, 1993—Mar. 31, 1993 6% 17 571 % 19 573
Apr. 1, 1993—Jun. 30, 1993 6% 17 571 7% 19 573
Jul. 1, 1993—Sep. 30, 1993 6% 17 571 7% 19 573
Oct. 1, 1993—Dec. 31, 1993 6% 17 571 7% 19 573
Jan. 1, 1994—Mar. 31, 1994 6% 17 571 % 19 573
Apr. 1, 1994—Jun. 30, 1994 6% 17 571 7% 19 573
Jul. 1, 1994—Sep. 30, 1994 7% 19 573 8% 21 575
Oct. 1, 1994—Dec. 31, 1994 8% 21 575 9% 23 577
Jan. 1, 1995—Mar. 31, 1995 8% 21 575 9% 23 577
Apr. 1, 1995—Jun. 30, 1995 9% 23 577 10% 25 579
Jul. 1, 1995—Sep. 30, 1995 8% 21 575 9% 23 577
Oct. 1, 1995—Dec. 31, 1995 8% 21 575 9% 23 577
Jan. 1, 1996—Mar. 31, 1996 8% 69 623 9% 71 625
Apr. 1, 1996—Jun. 30, 1996 % 67 621 8% 69 623
Jul. 1, 1996—Sep. 30, 1996 8% 69 623 9% 71 625
Oct. 1, 1996—Dec. 31, 1996 8% 69 623 9% 71 625
Jan. 1, 1997—Mar. 31, 1997 8% 21 575 9% 23 5771
Apr. 1, 1997—Jun. 30, 1997 8% 21 575 9% 23 577
Jul. 1, 1997—Sep. 30, 1997 8% 21 575 9% 23 577
Oct. 1, 1997—Dec. 31, 1997 8% 21 575 9% 23 577
Jan. 1, 1998—Mar. 31, 1998 8% 21 575 9% 23 5771
Apr. 1, 1998—Jun. 30, 1998 % 19 573 8% 21 575
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TABLE OF INTEREST RATES FOR
LARGE CORPORATE UNDERPAYMENTS
FROM JANUARY 1, 1991 - PRESENT

RATE TABLE PG
1995-1 C.B.
Jan. 1, 1991—Mar. 31, 1991 13% 31 585
Apr. 1, 1991—Jun. 30, 1991 12% 29 583
Jul. 1, 1991—Sep. 30, 1991 12% 29 583
Oct. 1, 1991—Dec. 31, 1991 12% 29 583
Jan. 1, 1992—Mar. 31, 1992 11% 75 629
Apr. 1, 1992—Jun. 30, 1992 10% 73 627
Jul. 1, 1992—Sep. 30, 1992 10% 73 627
Oct. 1, 1992—Dec. 31, 1992 9% 71 625
Jan. 1, 1993—Mar. 31, 1993 9% 23 577
Apr. 1, 1993—Jun. 30, 1993 9% 23 577
Jul. 1, 1993—Sep. 30, 1993 9% 23 577
Oct. 1, 1993—Dec. 31, 1993 9% 23 577
Jan. 1, 1994—Mar. 31, 1994 9% 23 577
Apr. 1, 1994—Jun. 30, 1994 9% 23 577
Jul. 1, 1994—Sep. 30, 1994 10% 25 579
Oct. 1, 1994—Dec. 31, 1994 11% 27 581
Jan. 1, 1995—Mar. 31, 1995 11% 27 581
Apr. 1, 1995—Jun. 30, 1995 12% 29 583
Jul. 1, 1995—Sep. 30, 1995 11% 27 581
Oct. 1, 1995—Dec. 31, 1995 11% 27 581
Jan. 1, 1996—Mar. 31, 1996 11% 75 629
Apr. 1, 1996—Jun. 30, 1996 10% 73 627
Jul. 1, 1996—Sep. 30, 1996 11% 75 629
Oct. 1, 1996—Dec. 31, 1996 11% 75 629
Jan. 1, 1997—Mar. 31, 1997 11% 27 581
Apr. 1, 1997—Jun. 30, 1997 11% 27 581
Jul. 1, 1997—Sep. 30, 1997 11% 27 581
Oct. 1, 1997—Dec. 31, 1997 11% 27 581
Jan. 1, 1998—Mar. 31, 1998 11% 27 581
Apr. 1, 1998—Jun. 30, 1998 10% 25 579

TABLE OF INTEREST RATES FOR CORPORATE
OVERPAYMENTS EXCEEDING $10,000
FROM JANUARY 1, 1995 - PRESENT

RATE TABLE PG
1995-1 C.B.
Jan. 1, 1995—Mar. 31, 1995 6.5% 18 572
Apr. 1, 1995—Jun. 30, 1995 7.5% 20 574
Jul. 1, 1995—Sep. 30, 1995 6.5% 18 572
Oct. 1, 1995—0Dec. 31, 1995 6.5% 18 572
Jan. 1, 1996—Mar. 31, 1996 6.5% 66 620
Apr. 1, 1996—Jun. 30, 1996 5.5% 64 618
Jul. 1, 1996—Sep. 30, 1996 6.5% 66 620
Oct. 1, 1996—Dec. 31, 1996 6.5% 66 620
Jan. 1, 1997—Mar. 31, 1997 6.5% 18 572
Apr. 1, 1997—Jun. 30, 1997 6.5% 18 572
Jul. 1, 1997—Sep. 30, 1997 6.5% 18 572
Oct. 1, 1997—Dec. 31, 1997 6.5% 18 572
Jan. 1, 1998—Mar. 31, 1998 6.5% 18 572
Apr. 1, 1998—Jun. 30, 1998 5.5% 16 570
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Part lll. Administrative, Procedural, and Miscellaneous

Differential Earnings Rate for surance gross income for the succeedingutual life insurance companies on their
Mutual Life Insurance taxable year. If the differential earningsederal income tax returns for the 1997
Companies amount for any taxable year exceeds thaxable year.

recomputed differential earnings amount Data necessary to determine the tenta-
for that taxable year, the excess is allowetive differential earnings rate for 1997 and
Notice 98-19 as a life insurance deduction for the suche tentative recomputed differential earn-
This notice publishes a tentative detelc€eding taxable year. The “recomputethgs rate for 1996 have been compiled
mination under § 809 of the Internal Revdifferential earnings amount” for any tax-from returns filed by mutual life insurance
enue Code of the “differential earning@Ple year is an amount calculated in theompanies and certain stock life insurance
rate” for 1997 and the rate that is used t92Me manner as the differential earningsompanies. The Internal Revenue Service
calculate the “recomputed differentia@mount for that taxable year, except thaé currently examining these returns. This
earnings amount” for 1996. (The lattefn® average mutual earnings rate for thexamination will not be completed before
rate is referred to in this notice as the “re¢@lendar year in which the taxable yeaphe March 16, 1998, due date for filing
computed differential earnings rate” fo?€9iNs is substituted for the average mu997 calendar year returns.

1996.) These rates are used by mutulfd! earnings rate for the second calendar
life ins?urance companies to calcul);te thejfear preceding the calendar year in whichOTICE OF TENTATIVE RATES

the taxable year be_g'”s- This notice publishes a tentative deter-
The stock earnings rates and mutual .

earnings rates taken into account underrglnatmn of the differential earnings rate

BACKGROUND 809 generally are determined by dividin fpr 1997 and of the recomputed differen-

) . ) statement gain from operations by the a jal earnings rate for .1996' Th|§ ngtlce
Section 809(a) provides that, in theyrage equity base. For this purpose, tHfisO Publishes a tentative determination of

case of any mutual life insurance coMegrm “statement gain from operations’t e rate_s on which the calculation of the
pany, the amount of the deduction alloW,eans “the net gain or loss from 0peraql|1’“ferent|al earnings rfite for }997 and the
able under § 808 for policyholder divi-tions required to be set forth in the annudFcompPuted differential earnings rate for
dends is reduced (but not below zero) bytatement, determined without regard t§296 are based. The final determination
the “differential earnings amount.” Any Federal income taxes, and ... properly a@! (hese rates is expected to be published
excess of the differential earnings amoun;sted for realized capital gains ancefore September 1, 1998. .
over the amount of the deduction allowipsses. . . .” See§ 809(g)(1). The term The tentative determination of the dif-
able under § 808 is taken into account as-@quity base” is defined as an amount dd€réntial earnings rate for 1997 and the
reduction in the closing balance of retermined in the manner prescribed by redéntative determination of the recomputed
serves under subsections (a) and (b) @fations equal to surplus and capital indifferential earnings rate for 1996 that are
§ 807. The “differential earningscreased by the amount of nonadmitteQublished in this notice should be used by
amount” for any taxable year is thefinancial assets, the excess of statutory rflutual life insurance companies to calcu-
amount equal to the product of (a) the lifgerves over the amount of tax reservelte the amount of tax liability for taxable
insurance company’s average equity bagge sum of certain other reserves, and 3$ars beginning in 1997 (in the case of
for the taxable year multiplied by (b) thepercent of any policyholder dividends (oi€ompanies that file returns before publi-
“differential earnings rate” for that tax- other similar liability) payable in the fol- cation of the final determination of these
able year. The “differential earnings ratejowing taxable yearSee§ 809(b)(2), (3), rates) or to calculate the amount of esti-
for the taxable year is the excess of (a) th@), (5) and (6). Section 1.809—10 of thénated unpaid tax liability for taxable
“‘imputed earnings rate” for the taxableincome Tax Regulations provides that th¥€ars beginning in 1997 (in the case of
year over (b) the “average mutual earnequity base includes both the asset valugompanies that are allowed an extension
ings rate” for the second calendar yeaion reserve and the interest maintenand¥ time to file returns). Companies that
preceding the calendar year in which theeserve for taxable years ending after Ddile returns before publication of the final
taxable year begins. The “imputed earreember 31, 1991. determination of these rates should file
ings rate” for any taxable year is the Section 1.809-9(a) of the regulation@mended returns after the final determina-
amount that bears the same ratio to 16grovides that neither the differential earntion of these rates is published. If there is
percent as the “current stock earningings rate under § 809(c) nor the recom@ failure to pay tax for a taxable year be-
rate” for the taxable year bears to thguted differential earnings rate that iginning in 1997 and the failure is attribut-
“base period stock earnings rate.” used in computing the recomputed differable to a difference between (a) the tenta-
Section 809(f) provides that, in the casential earnings amount under § 809(f)(3)ive determination of the differential
of any mutual life insurance company, ifmay be less than zero. earnings rate for 1997 and recomputed
the “recomputed differential earnings As described above, the differentialifferential earnings rate for 1996 and (b)
amount” for any taxable year exceeds thearnings rate for 1997 and the recomputétie final determination of these rates, then
differential earnings amount for that tax-differential earnings rate for 1996 affectany such failure through September 15,
able year, the excess is included in life inthe income and deductions reported b¥998, will be treated as due to reasonable

federal income tax liability for taxable
years beginning in 1997.
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cause and will not give rise to any addi- TRA 1997 amended § 1(h) to providerate in effect at the time of the distribution

tion to tax under § 6651. for new capital gain tax rates for noncorand then of income that is subject to pro-
The tentative determination of the rateporate taxpayers. Notice 97-59, 1997—-4gressively lower (or no) federal income
is set forth in Table 1. I.R.B. 7, explains that a noncorporate taxtax rates in effect at the time of distribu-
. payer’s long-term capital gains and losse#on. The same policy applies in the regu-

Notice 98-19  Table 1 are separated into three tax rate groupkitions under § 664 when different in-

Tentative Determination of Rat_es _To Be(l) the 28-percent group, (2) the 25-pereome tax rates apply to different groups
Used for Taxable Years Beginning |in cent group, and (3) the 20-percent groupf income within a category of the items
1997 The present notice uses these terms in egescribed in § 664(b), such as short-term
plaining how a CRT characterizes its capand long-term capital gains. Therefore,
ital gain distribution for taxable years beincome from a group that is subject to a
rate for 1996 . . . ... o 9inning on or after January 1, 1998. Thaigher federal income tax rate is deemed
Imputed earnings rate for deﬂmtlon_s of net capital gain, net |Ong-distribute_d _before other income from a
1996 .o 15.6p9 1M capital gain or loss, and net shorigroup, within the same category, that is
Imputed earnings rate for term capital gain or loss were not Changeﬁjbject to a I_ower federal i.ncome tax rate.
1997 oo 13.g.3 PY TRA 1997, Like Notice 97-59, this  The following example illustrates how
Base period stock earnings notice takes into account the pendinghis principle applies to capital gain distri-
rate .. 18.2p1 Fetroactive legislative corrections. H.Rbutions after TRA 1997. Assume for the

Current stock eamings rate 2676, 105th Cong., § 605(d) (1997). 1998 taxable year, a CRT has undistributed

for1997 ........ ... ... 15.2%4 ADDITIONAL NETTING RULES long-term capital gain in _eaCh Of the three
Stock earnings rate for 1994 .. .11.487 groups of long-term capital gain, i.e., the
Stock earnings rate for 1995 ...17.087 CRTs will be expected to follow the 28-percent group, the 25-percent group,
Stock earnings rate for 1996 . . .17.288 netting rules in Notice 97-59 when deterand the 20-percent group, and also has

Differential earnings rate for 1997 ..|0
Recomputed differential earnings

Average mutual earnings rate mining net short-term and net long-terniindistributed short-term capital gain. To
for1995 . .............. .. 16.477 capital gains. The rules in § 1.664—1(d)the extent capital gains are deemed distrib-
Average mutual earnings rate (1)(i)(b)(2) and @) of the Income Tax uted for the 1998 taxable year, the short-
for1996 . ................ 16.225 Regulations continue to apply in deterterm capital gain is deemed distributed

mining capital gains or losses carried forprior to any long-term capital gain. The

ward to the succeeding taxable year.  long-term capital gain is deemed distrib-
uted in the following order: (1) the gain in

GENERAL PRINCIPLES OF THE the 28-percent group is deemed distributed

Capital Gains and Charitable . . )
Refnainder Trusts ORDERING RULE prior to any other long-term capital gain;
Section 664(b) contains the orderin 2) thedgde'un.;)n th; 2'5-percent group AS
Notice 98-20 rule for determining the character of eemed distributed prior to any gain .|nt ©
0-percent group; and (3) the gain in the

) ) ) ) CRT distribution in the hands of the recip- X ot
This notice provides guidance on th§ant The character of a CRT’s income i%o-percent group is deemed distributed

ordering and taxation of distributionsgetermined at the time the income is real@St ©f @ny long-term capital gain.

under § 664(b)(2) of the Internal Revenugye by the trust. Under § 664(b), the fol- A trustee of a CRT will be required to
Code from a charitable remainder trusﬁ)wing ordering rule applies for determin-report each group of long-term capltgl
(CRT) in light of the changes made tQng the character of a distribution in théd@in separately on the Form 5227, Split-
§ 1(h) by the Taxpayer Relief Act of 1997,5nds of the recipient: (1) first, as Ordi_lnterest Trust Information Return. The
(TRA 1997). Pub. L. 105-34, § 311, 11Jh5ry income to the extent of the trust's orfUSte€ may use any reasonable method
Stat. 788, 831. Section § 1(h) provideainary income for the trust's taxable yeafor determining the amount of each type
that the Treasury may issue regulations 9,4 its undistributed ordinary income fo°f gain within a group that has been dis-
implement the provisions of § 1(h) forprior years, (2) second, as capital gain tgibuted Whe_n doing the rquired report-
passthrough entities. The Treasury D&pe extent of the trust's capital gain for thd"9 Or associated recordkeeping.

partment and the Internal Revenue Sefs et i iatri

vice plan to issue regulations incorporatgss;[t; tgg?nblgrysztr)ra;gals, lzg;jltsktlrrlgufstiFngw LONG-TERM CAPITAL

ing the guidance contained in this notice.other income to the extent of the trust's

BACKGROUND other. incomg fqr the trust’s tgxable year A_s o_f January 1, 1997, many CRTS had

and its undistributed other income fomundistributed long-term capital gains that

Generally, a CRT is a trust that proprior years, and (4) fourth, as a distributhe CRT properly took into account be-

vides for a specified distribution at leastion of trust corpus. fore January 1, 1997 (pre-1997 long-term

annually over a specified period to one or The underlying policy in the orderingcapital gains). These pre-1997 long-term

more noncharitable recipients (a CRT disrule of § 664(b) and the existing regulaeapital gains must be assigned to one of

tribution), with the remainder interest intions thereunder is that a CRT distributionhe three groups of long-term capital

the trust held irrevocably for a charitablds deemed to consist first of income that igains. Section 1(h) does not specifically

organization. subject to the highest federal income taxssign pre-1997 long-term capital gains to
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one group of long-term capital gain.portion of the taxable year before May 7, ($10 of gain recognized before

However, 8§ 1(h) gives the Treasury broad997, must be taken into account in deter- 1/1/97)

regulatory authority to implement the pro-mining long-term capital gain in the 28-X makes a CRT distribution of $25 for the

visions of § 1(h) for passthrough entities.percent group. Because the taxable ye&098 taxable year. The CRT distribution
Pre-1997 long-term capital gains werdéor CRTs is the calendar year, long-ternis deemed to have the following charac-

characterized by the CRT based on the deapital gains properly taken into accounteristics in the recipient’s hands:

finitions of short-term and long-term capby a CRT from January 1, 1997, through Short-term capital gain $5

ital gains applicable at the time the CRMay 6, 1997, are treated as long-term capi- 28-percent group gain  $15

sold a capital asset. CRTs have nevéal gains in the 28-percent group. 25-percent group gain ~ $5

been required to segregate these gains 20-percent group gain  $0

based upon the tax rate or holding perioﬁ><'°"\/”3|-E ILLUSTRATING The undistributed 20-percent group gain

in effect at the time the gains were rea@RDERING AND CHARACTER of $30 is carried forward to 1999.

ized by the CRT. Thus, the undistribute@®@YLES

pre-1997 long-term capital gains reflect tpg following example illustrates how

gains realized when various tax rates anflese rules will apply to the 1998 taxable The proposed regulations when pub-

holding periods were in effect. Treasuryear At the end of the 1998 taxable yealished will be effective for taxable years

will exercise its regulatory authority t0cRT X has no current or undistributed orbeginning on or after January 1, 1998.

treat undistributed CRT pre-1997 10ngjinary income and has the following ne€RTs and their recipients, however, may

term capital gains as falling within the 2()'Sh('_)rt_'[erm and long-term capital gains: rely on the rules in this notice for the 1997

percent group. Net short-term capital gain $5 taxable year.

Net long-term capital gain $50

By tax rate group:

28-percent group gain — $15 The principal authors of this notice are
($12 of gain recognized from 1/1/97Mary Beth Collins and Jeff Erickson of
through 5/6/97; and $3 of gain recthe Office of Assistant Chief Counsel
ognized after 7/28/97 from an assetpassthroughs and Special Industries).
held for more than one year and lesgor further information regarding this no-
than 18 months) tice contact Ms. Collins or Mr. Erickson

25-percent group gain — $5 on (202) 622-3070 (not a toll-free call).
20-percent group gain — $30

EFFECTIVE DATE

1997 PRE-EFFECTIVE DATE LONG-
TERM CAPITAL GAINS

DRAFTING INFORMATION

Long-term capital gains properly taken
into account from January 1, 1997, through
May 6, 1997, are covered by the rules in §
1(h) regarding pre-effective date gains.
Under § 1(h), for the taxable year that in-
cludes May 7, 1997, gains and losses prop-
erly taken into account by the CRT for the
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SECTION 6. ASYNCHRONOUS (IRP-BBS) ELECTRONIC FILING SPECIFICATIONS
SECTION 7. FORM W-4 RECORD FORMAT AND RECORD LAYOUT

SECTION 8. EFFECT ON OTHER DOCUMENTS

SECTION 9. EFFECTIVE DATE

PART A. GENERAL
SEC. 1. PURPOSE

.01 The purpose of this revenue procedure is to update Rev. Proc. 92—-80, 1992-2 C.B. 465, (IRS Pub. 1245), which outlin
requirements and conditions for submitting certain Forms W—4, Employee’s Withholding Allowance Certificate, magnetically
electronically to the Internal Revenue Service (IRS), Martinsburg Computing Center (MCC).

.02 Revenue procedures are generally revised to reflect legislative and form changes. Comments concerning this revenue
dure or suggestions for making it more helpful can be addressed to Internal Revenue Service, Martinsburg Computing Center
Box 1359, Martinsburg, WV 25402, ATTN: IRBInformation Support Section.

.03 The following revenue procedures and publications provide more detailed filing procedures for certain information rett
and can be obtained by contacting your local IRS office or by calling 1-800-829-3676:

(&) “Instructions for Forms 1099, 1098, 5498, and W-2G" provides specific instructions on completing and submitting inf
mation returns to IRS.

(b) Rev. Proc. 84-33, 19841 C.B. 502, regarding the optional method for agents to report and deposit backup withholdir

(c) Publication 1179, Specifications for Paper Document Reporting and Paper Substitutes for Forms 1096, 1098, 1099 S
5498, and W-2G.

(d) Publication 1220, Specifications for Filing Form 1098, 1099, 5498, and W-2G Magnetically or Electronically.

(e) Publication 1239, Specifications for Filing Form 8027, Employer’s Annual Information Return of Tip Income and Allc
cated Tips, on Magnetic Tape ané-3or 5%-Inch Magnetic Diskettes.

() Publication 1187, Specifications for Filing Form 1042S, Foreign Person’'s U.S. Source Income Subject to Withholdii
Magnetically or Electronically

(g) Publication 1527, IRP—-BBS (Information Reporting Program Bulletin Board System).

.04 Refer to Part A, Sec. 10, for definitions of terms used in this publication.

SEC. 2. NATURE OF CHANGES

In this publication, major changes have been emphasized byitadicgy This has been done to assist filers in identifying new in-
formation. Filers are still advised to read the publication in its entirety.
The changes are as follow:
.01 EDITORIAL CHANGES
(@) The title of the publication has changed from “Specifications for Filing Form W—-4, Employee’s Withholding Allowanc
Certificate, on Magnetic Tape, ands, and 3%-Inch Magnetic Diskettes” to “Specifications for Filing Form W-4, Em-
ployee’s Withholding Allowance Certificate, Magnetically or Electronically.” This revenue procedure now contains specif
cations for reporting electronically through the Information Reporting Program Bulletin Board System (IRP-BBS), al
magnetically using AS400 compatible tape cartridges, 8mm, 4mm, and Quarter Inch Cartridges.
(b) Under Part A, Sec. 3, “WHERE TO FILE AND HOW TO CONTACT THE IRS, MARTINSBURG COMPUTING CEN-
TER?”, the ZIP code for the P O Box address was changed to 25402.
(c) Telephone numbers for the Information Reporting Program Bulletin Board System (IRP-BBS) and IRS/MCC fax mach
have changed. The IRP-BBS telephone number is now 304-264-7070. The IRS/MCC fax number is 304-264-5602.
(d) Under Part B, Sec. 2, tape specifications, modifications have been made which simplify requirements. Please read
fully.
(e) PartB, Sec. 7, Form W—4 record format, has been changed to Form W-4 record format and record layout. Arecord I
has been added at the end of the format specifications.
.02 PROGRAMMING CHANGES
(a) Added Part B, Sec. 4,“Tape Cartridge Specifications”
(b) Added Part B, Sec. 5, “8MM, 4MM, and QUARTER INCH CARTRIDGE Specifications”
(c) Added Part B, Sec. 6, “Asynchronous (IRP—BBS) Electronic Filing Specifications”
(d) Revised Part B, Sec. 7, “Form W—4 Record Format and Record Layout.”
(1) Form W-4 Date field is expanded to 8 positions. The format will be YYYYMMDD, (e.g. 19981231).
(2) The date field was moved from positions 164—-169 to positions 324—-331. Field positions 164—169 will now be ble
filled.
(3) Employer Zip Code has expanded from 5 positions to 9 positions. The field positions are now 310-318.
(4) Due to the change in the Employer Zip Code, the Transmitter Control Code has shifted 4 positions. The field positi
are now 319-323.

1998-13 I.R.B. 27 March 30, 1998



SEC. 3. WHERE TO FILE AND HOW TO CONTACT THE IRS, MARTINSBURG COMPUTING CENTER

.01 All Forms W—4 filed magnetically or electronically are processed at IRS/MCC. Magnetic media containing Forms W—4 are
to be sent to the following addresses:

[] >~

If by Postal Service: or If by truck or air freight:
IRS-Martinsburg Computing Center IRS-Martinsburg Computing Center
Information Reporting Program Information Reporting Program

P. O. Box 1359 Route 9 and Needy Road
Martinsburg, WV 25402-1359 Martinsburg, WV 25401

0 Note: The ZIP Code has changed from 25401-1359 to 25402-1359 for the IRS P.O. Box addresses for Martinsburg, WV.

.02 Publication 1245 and other IRS publications concerning magnetic/electronic filing of information returns are available
through the IRP-BBS as “downloadable” files. Using IRP-BBS as a means of obtaining publications will provide faster access to
this information. Additionally, publications will be available from IRP—BBS much earlier than the printed version. The 8R-BB
operational 24 hours a day, 7 days a week. The telephone number is (304) 264-7070.

.03 Requests for paper forms and publications unrelated to magnetic media/electronic filing should be requested by calling the
“Forms Only Number” listed in your local telephone directory or by calling the IRS toll-free nur&@3-TAX-FORM (1-800-
829-3676).

.04 Questions pertaining to magnetic media/electronic filing of Formsniis2be directed to the Social Security Administra-
tion (SSA). Filers can call 1-800-SSA-1213 to obtain the phone number of the SSA Magnetic Media Coordinator for their area.

.05 A taxpayer or authorized representative may request a copy of a tax return or a Form W=-2 filed with a return by submitting
Form 4506, Request for Copy or Transcript of Tax Form, to IRS. This form may be obtained byl &0RAX-FORM (1-800-
829-3676).

.06 The IRS/MCC Call Site, located in Martinsburg, WV provides service to the payer/employer community (financial institu-
tions, employers, and other transmitters of information returns). The IRS/MCC Call Site answers question concerningdax law an
the magnetic/electronic filing of questionable Forms W—4 as well as information returns (Forms 1096, 1098, 1099, 5498,
5498-MSA, 8027, W-2G, W-3, and 1042S), inquiries dealing with backup withholding due to missing and incorrect taxpayer iden-
tification numbers and questions concerning paper filing of Forms W-2. Recipients of information returns (payees) shaigld contin
to contact 1-800-829-1040 or other numbers specified in the tax return instructions with any questions on how to repdidinforma
returns.

The Call Site accepts calls from all areas of the country. The number to 8a4l-863-870@r Telecommunications Device for
the Deaf(TDD) 304-267-3367.These are toll calls. The Call Site is in operation throughout the year to handle the questions of pay-
ers, transmitters, and employers. Due to the high demand for assistance at the end of January and February, it is adaikable to
as soon as possible to avoid these peak filing seasons.

.07 Telephone inquiries may be maltonday through Friday between 8:30 a.m. and 4:30 p.m. Eastern fithe.telephone
numbers for magnetic media/electronic inquiries or electronic submissions are:

304-263-8700 - Call Site
304-264-7070 - IRP-BBS (Information Reporting Program Bulletin Board System)

304-267-3367 - TDD (Telecommunication Device for the Deaf)
304-264-5602 - Fax Machine

(These are not toll-free telephone numbers.)

TO OBTAIN FORMS & PUBLICATIONS, CALL:
1-800-TAX-FORM (1-800-829-3676)

SEC. 4. FILING REQUIREMENTS

.01 Employers are required to send to IRS quarterly, copies of all Forms W-4 received during the quarter from employees still
employed at the end of the quarter who claim the following:
(@) More than 10 withholding allowances, or
(b) Exempt status and are expected to earn more than $200 a week.
.02 Employers are not required to send other Forms W-4 unless notified by IRS in writing to do so.
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.03 Employers may submit all information magnetically or electronically; or a combination of magnetic/electronic filegand pa
documents is acceptable, provided there are no duplications or omissions of documents. However magnetic/electronie-filing is
ferred and strongly encouraged.

.04 A Form W-4 with a written statement attached from the employee must be filed on paper, not on magnetic media. If fi
paper Forms W—4, the employer may send them in each quarter with paper Forms 941. If the employer submits the paper |
W-4 at any time other than quarterly, a cover letter must be submitted giving the employer’s name, address, employ&oidentific
number (EIN), and the number of Forms W-4 included.

NOTE: MCC DOES NOT PROCESS PAPER RETURNS. PAPER RETURNS MUST BE FILED WITH THE AP-
PROPRIATE SERVICE CENTER. SEE FORM 941 INSTRUCTIONS FOR THE APPROPRIATE SERVICE
CENTER

SEC. 5. FORM 4419, APPLICATION FOR FILING INFORMATION RETURNS MAGNETICALLY/ELECTRONICALLY

.01 Employers, or their transmitters, who wish to file magnetically or electronically, must submit a Form 4419, Application f
Filing Information Returns Magnetically/Electronically. Instructions for its completion are on the reverse of the form.

.02 Magnetic/electronic files may not be filed Wi#S/MCC until authorization to file is received. Requests will be approved or
disapproved within 30 days of receipt.

.03 Only applications of employers or transmitters, whose equipment meets the specifications in Part B, Sec. 2, 3ildhy& or 6 w
approved.

.04 Once authorization to file has been granted, a five-character alpha/numeric Transmitter Control Code (TCC) willdhe assic
Approval will continue in effect in succeeding years provided the requirements of the current revenue procedure are meet and
are no equipment changes by the employer or transmitter. Although a TCC may have already been assigned to a transmitter
filing of information returns, the Form W—4 requires a separate TCC of its own. This TCC must appear on all transmistabforms
mitted with magnetic/electronic files as well as other correspondence. The TCC must also be coded into positions 319-323 ¢
Form W-4 record. (See Part B, Sec. 7.)

.05 New applications (Forms 4419) are required whenever:

(8) You discontinue filing on magnetically/electronically for a year, in which case your TCC may have been reassigned.
may call IRS/MCC to verify if your TCC is still valid.

(b) You have used a service agency in the past, and they had their own TCC, to prepare your files but you now have comn
equipment compatible with that of IRS, in which case you must request your own TCC.

SEC. 6. FILING DUE DATES

.01 Magnetic/electronic reporting of Forms W-4 to IRS must be at least quarterly (monthly reporting is encouraged). The foll
ing are the quarter end dates:

Period Covered Due Date
January 1 thru March 31 April 30
April 1 thru June 30 July 31

July 1 thru September 30 October 31
October 1 thru December 31 January 31

.02 If any due date falls on a Saturday, Sunday, or legal holiday, the Forms W-4 are considered timely if they areefitectton th
day that is not a Saturday, Sunday, or legal holiday.

SEC. 7. FILING FORMS W-4 MAGNETICALLY/ELECTRONICALLY

.01 A Magnetic media/electronic Reporting Package which includes the current revenue procedure and the necessary trans
forms will be mailed to approved filers each year.

.02 If the employer chooses to file magnetically/electronically, then a Form 6466, Transmittal of Forms W—-4 Reported Magn
cally/Electronically, must be sent to tHRS/MCC as prescribed in Part A, Sec. 3.

.03 Form 646@MUST be signed by the employer or the transmitter, service bureau, paying agent, or disbursing agent (all he
after referred to as agent), on behalf of the employer if the agent has the authority to sign the affidavit under an egreecy agr
(either oral, written, or implied) that is valid under state law and adds the caption “FOR: (name of employer).”

.04 Although a duly authorized agent signs the affidavit, the employer(s) is held responsible for the accuracy of the4~orms '
filed magnetically or electronically.

.05 DO NOT REPORT THE SAME INFORMATION ON PAPER DOCUMENTS THAT YOU REPORT MAGNETI-
CALLY/ELECTRONICALLY. If you report part of your returns on paper and part magnetically or electronically, be sure that dt
plicate returns are not included on both.
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.06 Before submitting your magnetic/electronic file, include the following:

(a) Asigned Form 6466, Transmittal of Forms W—4 Reported Magnetically/Electronically along with a Form 6467, Transmit-
tal of Forms W—4 Reported Magnetically/Electronically(Continuation), if you submit data for multiple employers. These
forms must be mailed the same day electronic files are submitted.

(b) Your media (tape, diskette, or cartridge with an external identifying label.) Form 6468 describes the information which
should be included on this self-prepared label.

(c) On the outside of the shipping container, affix the label IRB Special Projects. This label is included in the publication.

.07 IRS/MCC will not return filers’ magnetic media after it has been successfully processed. Should filers wish to know if their
media was received BRS/MCC, a delivery service that provides certification of delivery is recommended.

.08 IRS cannot accept any Cash-On-Delivery (COD) or Charged-to-IRS shipments of reportable tax information that

an individual or organization is legally required to file. Because of the high volume of data received and shipping cost

involved, special shipping containers will not be returned.

.09 Use this record format and processing capabilities to file Forms W-4 submitted for the quarter ending 06-30-199B and for a

subsequent filings.

SEC. 8. REPLACEMENT FILES

THE MAGNETIC MEDIA/ELECTRONIC SPECIFICATIONS CONTAINED IN PART B OF THIS REVENUE PRO-
CEDURE MUST BE STRICTLY ADHERED TO. If files are unprocessable, they will be returned to you for replacement and re-
submission, or submission of paper Forms W—4. Replacement files must be resubidiR8M©@C within 45 days of the date of
the letter. The media should be identified as replacement data by writing, typing or printing “Magnetic Media Replacehent” on
external label used on the magnetic media and marking the replacement box on the Form 6466. If filing electronicalljaeyou will
prompted to enter an “R” in type of submission to identify a replacement file before transmission begins.

SEC. 9. EFFECT ON PAPER DOCUMENTS

.01 Magnetic/electronic reporting to IRS eliminates the need to submit copies of paper Forms W-4.
.02 If part of the Forms W—4 are reported magnetically/electronically and the remainder are reported on paper forms, the paper
Forms W-4 must be mailed to the appropriate service center.

SEC. 10. DEFINITION OF TERMS

Employer Generally, an employer is a person or organization for whom a worker performs a service as an em-
ployee. The employer has the right to direct and control the worker. A person or organization pay-
ing wages to a former employee after the work ends is also considered an employer.

Employee One who performs services for an employer.

b Denotes a blank position. Enter blank(s) when this symbol is used (“b”). This appears
throughout the record descriptions.

EIN Employer Identification Number that has been assigned by IRS.

File For purposes of this procedure, a file consists of all magnetic/electronic records submitted by an

employer or transmitter.

Special Character

Any character that is not a numeral, an alpha or a blank.

Taxpayer
Identification
Number (TIN)

May be either an Employer Identification Number (EIN); a Social Security Number (SSN); an IRS
Individual Taxpayer Identification Number (ITIN) issued to an alien individual; or an IRS
Adoption Taxpayer Identification Number (ATIN) assigned to children who are in the process of
being adopted.

Transmitter

Person or organization preparing and/or submitting magnetic/electronic file(s).

Transmitter
Control Code
(TCO)

A five-character alpha/numeric number assigned by IRS to the transmitter prior to actual filing
magnetically/electronically. This number is inserted in Positions 319-323 of your files and must be
present before the file can be processed. An application Form 4419 must be filed with IRS to re-
ceive this number.
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PART B. MAGNETIC MEDIA/ELECTRONIC SPECIFICATIONS
SEC. 1. GENERAL

.01 The specifications contained in this part of the revenue procedure define the required format and content of tbebeecords
included in the magnetic/electronic file. Use this revenue procedure to file Forms W—-4 submitted for the quarter ending June
1998 and all subsequent filings.

.02 An external label must appear on each tape, tape cartridge and diskette submitted. Form 6468 details what infotmation
be on the label. The diskettes used must be MS/DOS compatible.

SEC. 2. TAPE SPECIFICATIONS

.01. IRS/MCC can process most magnetic tape files if the following specifications are followed:

(a) 9-track EBCDIC (Extended Binary Coded Decimal Interchange Code) with:

(1) Odd parity
(2) Recording density—21600 or 6250 BPI
(3) If you use UNISYS Series 1100, you must submit an interchange tape.
(b) 9-track ASCII (American Standard Coded Information Interchange) with:
(1) Odd parity
(2) Recording density—1600 or 6250 BPI
.02 All tape files must have the following characteristics:

(a) 0.5 inch (12.7 mm) wide computer grade magnetic tape,

(b) Tape thickness: 1.0 or 1.5 mils,

(c) Reel diameter: 10.5 inch (26.67 cm), 8.5 inch (21.59 cm), or 7 inch (17.78 cm) and

(d) Reel of tape up to 2400 feet (731.52 m).

.03 All records, including Header and Trailer Labels (if used) must be transmitted using the same density.
.04 The tape records defined in this revenue procedure may be blocked subject to the following:

(&) A block must not exceed 32,550 tape positions.

(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filledvaithr 9's;
ever, the last block of the file may be filled with 9's or truncaf@d.not pad a block with blanks.

(c) All records, except the header and trailer labels, may be blocked or unblocked. A record may not contain any centrol fie
or block descriptor fields which describe the length of the block or the logical records within the block. The number of Ic
ical records within a block (the blocking factor) must be constant in every block with the exception of the last block wh
may be shorter (see item b above). The block length must be evenly divisible by 350.

(d) All data records are a fixed record length of 350 positions and may not span blocks.

.05 Labeled or unlabeled tapes may be submitted.
.06 For the purposes of this revenue procedure the following must be used:

Tape Mark:
(a) Used to signify the physical end of the recording on tape.
(b) For even parity, use BCD configuration 001111 (8421).
(c) May follow the header label and precede and/or follow the trailer label.
.07 Do not submit an employee Form W-4 record without the required employer identification information. Every record m
contain both employee and employer data.

SEC. 3. 5 %-INCH AND 3 %-INCH DISKETTE SPECIFICATIONS

.01 To be compatible, a diskette file must meet the following specifications:

(&) 5%- or 3%-inches in diameter.

(b) Data must be recorded in standard ASCII code.

(c) Records must be a fixed length of 350 bytes per record.

(d) Delimiter character commas (,) must not be used.

(e) Positions 349 and 350 of each record have been reserved for carriage return/line feed (cr/If) characters.

(H Filename of QWFTAX must be used. Do not enter any other data in this field. This extension will indicate the sequenc
the diskettes within the file. For example, the first diskette will be named QWFTAX.001, the second diskette will be QW
TAX.002, etc.

(g) Adiskette file may consist of multiple diskettes as long as the file naming conventions are adhered to.

(h) Diskettes must meet one of the following specifications:
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Capacity Tracks Sides/Density Sector Size

1.44 mb 96tpi hd 512
1.44 mb 135tpi hd 512
1.2 mb 96tpi hd 512
720 kb 48tpi ds/dd 512
360 kb 48tpi ds/dd 512
320 kb 48tpi ds/dd 512
180 kb 48tpi ss/dd 512
160 kb 48tpi ss/dd 512

.02 5%- and 3%-inch diskettes are only acceptable if they were created using MS/DOS.
SEC. 4. TAPE CARTRIDGE SPECIFICATIONS

.01 In most instances, IRS/MCC can process tape cartridges that meet the following specifications:

(&) Must be IBM 3480, 3490, 3490E, or AS400 compatible.

(b) Must meet American National Standard Institute (ANSI) standards, and have the following characteristics:

(1) Tape cartridges will b&-inch tape contained in plastic cartridges which are approximately 4-inches by 5-inches by 1-
inch in dimension.

(2) Magnetic tape will be chromium dioxide particle ba%eidch tape.

(3) Cartridges must be 18-track or 36-track parallel (See).

(4) Cartridges will contain 37,871 CPI or 75,742 CPI (characters per inch).

(5) Mode will be full function.

(6) The data may be compressed using EDRC (Memorex) or IDRC (IBM) compression.

(7) Either EBCDIC (Extended Binary Coded Decimal Interchange Code) or ASCII (American Standard Coded Information
Interchange) may be used.

.02 The tape cartridge records defined in this revenue procedure may be blocked subject to the following:

(&) A blockmust notexceed 3,500 tape positions.

(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filledhaith 9s;
ever, the last block of the file may be filled with 9s or truncabainot pad a block with blanks.

(c) All records, except the header and trailer labels, may be blocked or unblocked. A record may not contain any centrol field
or block descriptor fields which describe the length of the block or the logical records within the block. The number of log-
ical records within a block (the blocking factor) must be constant in every block with the exception of the last block which
may be shorter (see item b above). The block length must be evenly divisible by 350.

(d) Records may not span blocks.

.03 Tape cartridges may be labeled or unlabeled.
.04 For the purposes of this revenue procedure, the following must be used:

Tape Mark:
(a) Used to signify the physical end of the recording on tape.
(b) For even parity, use BCD configuration1001(8421).
(c) May follow the header label and precede and/or follow the trailer label.

O Note: Filers should indicate on the external media label and transmittal Form 6466 whether the cartridge is 36-track or
18-track.

SEC. 5. 8MM, 4MM, AND QUARTER INCH CARTRIDGE SPECIFICATIONS

.01 In most instances, IRS/MCC can process 8mm tape cartridges that meet the following specifications:
(&) Must meet American National Standard Institute (ANSI) standards, and have the following characteristics:
(1) Created from an AS400 operating systems only.
(2) 8mm (.315-inch) tape cartridges will béanch by 3%-inch.
(3) The 8mm tape cartridges must meet the following specifications:

Tracks Density Capacity
1 20 (43245 BPI) 2.3Gb
1 21 (45434 BPI) 5 Gb

(4) Mode will be full function.
(5) Compressed data is not acceptable.
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(6) Either EBCDIC (Extended Binary Coded Decimal Interchange Code) or ASCII (American Standard Coded Information
terchange) may be used. However, IRS/MCC encourages the use of EBCDIC. This information must appear on the ¢
nal media label affixed to the cartridge.

.02 The 8mm (.315-inch) tape cartridge records defined in this revenue procedure may be blocked subject to the following:

(8) A blockmust notexceed 3,500 tape positions.

(b) If the use of blocked records would result in a short block, all remaining positions of the block must be filled vaitt+ 9's;
ever, the last block of the file may be filled with 9's or truncaf@d.not pad a block with blanks.

(c) All records, except the header and trailer labels, may be blocked or unblocked. A record may not contain any centrol fi
or block descriptor fields which describe the length of the block or the logical records within the block. The number of Ic
ical records within a block (the blocking factor) must be constant in every block with the exception of the last block wh
may be shorter (see item (b) above). The block length must be evenly divisible by 350.

(d) Various COPY commands have been successful, however, the SAVE OBJECT COMMAND is not acceptable.

(e) Records may not span blocks.

.03 For faster processing, IRS/MCC encourages transmitters to use header labeled cartridges. QWFTAX may be used as «
gested filename.
.04 For the purposes of this revenue procedure, the following must be used:

Tape Mark:
(a) Used to signify the physical end of the recording on tape.
(b) For even parity, use BCD configuration1Q1(8421).
(c) May follow the header label and precede and/or follow the trailer label.
.05 IRS/MCC can only read one data file on a tape. A data file is a group of records which may or may not begin with a te
mark, but must end with a trailer label. Any data beyond the trailer label cannot be read by IRS programs.
.06 4mm (.157-inch) cassettes are acceptable with the following specifications:
(@) 4 mm cassettes will béZ2inch by 3-inch.
(b) The tracks are 1 (one).
(c) The density is 19 (61000 BPI).
(d) The typical capacity is DDS (DAT data storage) at 1.3 Gb or 2 Gh, or DDS-2 at 4Gb.
(e) The general specifications for 8mm cartridges will also apply to the 4mm cassettes.
.07 Various Quarter Inch Cartridges (QIC) (1/4-inch) are also acceptable.
(@) QIC cartridges will be 4" by 6.
(b) QIC cartridges must meet the following specifications:

Size Tracks Density Capacity
QIc-11 4/5 4 (8000 BPI) 22Mb or 30Mb
QIC-24 8/9 5 (8000 BPI) 45Mb or 60Mb
QIC-120 15 15 (10000 BPI) 120Mb or 200Mb
QIC-150 18 16 (10000 BPI) 150Mb or 250Mb
QIC-320 26 17 (16000 BPI) 320Mb

QIC-525 26 17 (16000 BPI) 525Mb
QIC-1000 30 21 (36000 BPI) 1Gb

QIC-1350 30 18 (51667 BPI) 1.3Gb

QIC-2Gb 42 34 (40640 BPI) 2Gb

(c) The general specifications that apply to 8mm cartridges will also apply to QIC cartridges.
SEC. 6. ASYNCHRONOUS (IRP-BBS) ELECTRONIC FILING SPECIFICATIONS

.01 Asynchronous electronic filing of Forms W—4, originals and replacements is offered as an alternative to magnetic me
(tape, tape cartridge, or diskette) or paper filing. If the original file was sent magnetically, but was returned for repigiterme-
placement may be transmitted electronically.

.02 The electronic filing of Forms W—4 is not affiliated with the Form 1040 electronic filing program. These two progtams are
tally independent, and filers must obtain separate approval to participate in each of them. All inquiries concerningdhi éllect
ing of Forms W—4 should be directed to IRS/MCC. IRS/MCC perscamebtanswer questions or assist taxpayers in the filing of
Form 1040 tax returns. Filers with questions of this nature will be directed to the Taxpayer Service toll-free (heB00eB29-
1040)for assistance.

.03 Filers participating in the electronic filing program for Forms W-4 will submit their forms to IRS/MCC electronicafigtand
through magnetic media or paper filing. Files submitted in this manner must be in standard ASCII code.

.04 The format of the record is the same for electronically filed records as it isFoad 3%-inch diskettes, tapes, and tape
cartridges; however, it must be in standard ASCII code.
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.05 Filers must have a Transmitter Control Code (TCC) assigned to them prior to submitting their files electronically. (Filers
who currently have a TCC for filing Forms W—4 do not have to request a second TCC for electronic filing.) Refer to P& A, Sec
for information on how to obtain a TCC.

.06 Filers using IRP—-BBS assign their own passwords and do not need special approval.

.07 With all passwords, it is the user’s responsibility to remember the password and not allow the password to be compromised.
However, if filers do forget their password, call4-263-8700or assistance.

O Note: Passwords on the IRP—-BBS are case sensitive.

.08 Electronically filed Forms W—4 may be submitted to IRS/MCC 24 hours a day, 7 days a week. Technical assistance will be
available Monday through Friday between 8:30 a.m. and 4:30 p.m. Eastern Time by 8a412$3-8700.

.09 Filers may submit as many documents as they choose electronically. Filers are allowed 240 minutes a day; however, more
time may be requested if needed.

.10 Do not transmit data using IRP—BBS January 1 through January This will allow time for the IRP—BBS to be updated to
reflect current year changes.

.11 Data compression is encouraged when submitting Forms W-4 by way of the IRP-BBS. MCC has the ability to decompress
files created using several popular software compression programs such as ARC, LHARC, and PKZIP. Software data compression
can be done alone or in conjunction with V.42bis hardware compression.

The time required to transmit Forms W—4 electronically will vary depending on the modem speed and the type of data compres-
sion used, if anyThe time required to transmit a file can be reduced by as much as 85 percent by using software compression and
hardware compression.

The following are actual transmission rates for 1099 Series filers achieved in test uploads at MCC using compressed files
(PKZIP) and the XMODEM-1K protocol. The actual transmission rates will vary depending on the protocol that is used. (ZMO-
DEM is normally the fastest protocol and XMODEM and KERMIT are the slower protocols.)

Transmission Speed in bps 500 Records 2500 Records 10000 Regords
9600 40 sec 2 min 50 sec 12 min 21 sec

19200 31 sec 1 min 34 sec 7 min 1 sec

38400 17 sec 36 sec 4min 7 seC

.12 Files submitted to IRP—-BBS must have a unique filename; therefore, the IRP—BBS will build the filename that must be used.
The name will consist of the filer's TCC, submission type (T = Test, P = Production, and R = Replacement) and a sequence number.
Filers may call the file anything they choose on their end. The sequence number will be incremented every time thedilets send
tempt to send, a file. Record the upload date, time, and filename. This information will be needed by MCC in ordey thedentif
file if assistance is required and to complete Form 6466.

.13 The results of the electronic transmission will be posted to the (F)ile Status area of the IRP-BBS; however, n@further pr
cessing will occur until the signed Form 6466 is received. The transmitter must send or fax the signed Form 6466 theheame day
electronic transmission is made. No electronic transmission is considered filed until a Form 6466 is received by IRS/MCC.

.14 Form 6466 can be ordered by calling the IRS toll-free forms and publication order number 1-800-TAX-FORM, (1-800-829-
3676), downloaded from the IRP—BBS, or it may be computer-generated. If a filer chooses to computer-generate Form 6466, all of
the information contained on the original form, including the affidavit, must also be contained on the computer-generated form.

.15 Forms 6466 are to be mailed to the following addresses:

If by Postal Service: D
IRS-Martinsburg Computing Center
Information Reporting Program
Attn.: Electronic Filing Coordinator
P. O. Box 1359
Martinsburg, WV 25402-1359

0 Note: The ZIP Code has changed from 25401-1359 to 25402-1359 for the IRS P.O. Box addresses for Martinsburg, WV.

If by air or truck freight: -
IRS-Martinsburg Computing Center
Information Reporting Program

Attn.: Electronic Filing Coordinator
Route 9 and Needy Road
Martinsburg, WV 25401
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.16 A signed Form 6466 submitted for electronically fled Forms W—4 may be faxed to IRS/MCC at the following number: 3
264-5602. Faxed transmittals will allow IRS/MCC to begin processing the file immediately.

.17 The IRP-BBS is an electronic bulletin board system available to filers of Forms W-4. In addition to filing Forms W—4 el
tronically, the IRP—BBS provides other capabilities. Some of the advantages of IRP—BBS are as follows:

(1) Notification within two weeks as to the acceptability of the data transmitted.

(2) Immediate access to the latest changes and updates that affect the Information Reporting Program at IRS/MCC (prog
legislative, etc.).

(3) Access to publications such as the Publication 1245 as soon as they are available.

(4) Capability to communicate with IRS/MCC personnel.

(5) Ability to retrieve information and files applicable to the IRP—BBS.

.18 The IRP-BBS is available for public use and accessible using various personal computer communications equipment;
ever, electronic submission of Forms W—-4 is limited to holders of valid TCCs. A TCC is not needed to access those pertions
IRP-BBS that contain forms and publications or to leave questions or messages for IRS/MCC personnel.

.19 Filers using IRP—-BBS can determine the acceptability of files submitted by checking the file status area of thedrdlletin b
These reports are not immediately available but will be available two weeks after the transmission is received by IRS/MCC.

.20 Contact the IRP-BBS by dialing 304-264-7070. The communication software settings for IRP—BBS are:

— No parity

— Eight data bits
— One stop bit
— Full duplex

The communication software should be set up to use the fastest speed allowed by the filer's modem.

.21 Due to the large number of communication products available, it is impossible to provide specific information onlar particu
software package or hardware configuration. Filers should contact their software or hardware supplier for assistance.

.22 IRP-BBS software provides a menu-driven environment allowing access to different parts of IRP—BBS. Whenever pos
IRS/MCC personnel will provide assistance in resolving any communication problems with IRP—BBS.

.23 IRP-BBS can be accessed at speeds from 1200 to 28,800 bps. The speed is automatically negotiated for connection
speed of the calling modem. The communication standards supported include Industry Standard 212A, V.22bis, V.32, 4,32bis,
and V.FC. Point-to-point error control is supported using the V.42 ITU-T standard or MNP 2—4. Data compression is suppor
using V.42bis ITU-T standard or MNP5.

.24 The following information will be requested to set up the filer's user profile when logging onto the IRP—BBS fotithe.first

(1) Enter the letter, that corresponds to the filer’s terminal, from the following:

<A> IBM PC <B> IBM w/ANSI <C> Atari

<D> ADM-3 <E> H19/719/H89 <F> Televid 925
<G> TRS-80 <H> Vidtex <I> VT-52
<J> VT-100 <CR> if none of the above

Most personal computers, clones, etc., will select the IBM PC emulation. Machines with color, CGA, EGA, or VGA should se
IBM w/ANSI.
(2) Upper/lower case, line feed needed, O (zero) nulls after each <CR>, do you wish to modify this? (Most users answer no

Common User Problems

Problem Probable Cause Solution

File does not upload/download Not starting communication when Start upload/download on filers end
prompted by ‘Awaiting Start Signal’

All files not processed Compressing several files into one Compress only one file for every
filename filename

Replacement needed Original data does not meet Replacement must be submitted within
processing and/or format requirements days of original transmission

Cannot determine file status Not dialing back thru IRP-BBS to check wieds after sending a file, check
the status of the file under (F)ile Status for natification of ac-

ceptability
Transfer aborts before it starts Transfer protocol mismatch Ensure protocols match on both the sen

ing and receiving ends

1998-13 I.R.B. 35 March 30, 1998



Problem

IRS Encountered Problems

Probable Cause Solution

Loss of carrier during session

Incorrect modem settings on user’s end Reference your modem manual about in-
creasing the value of the S10 register

Unreadable screens after selecting
IBM w/ANSI

ANSI.SYS driver not loaded in the
user’s PC

Select non ANSI under (Y)our settings

IRS cannot complete final processing
of data

User did not send the Form 6466 Send completed Form 6466 the same

day as the electronic transmission

IRS cannot determine which file is
being replaced

Must enter the filename that is being re-
placed under the replacement option

User did not indicate which file is
being replaced

IRS cannot determine the type of file
being sent

When prompted, enter the correct type
of file data being sent

User incorrectly indicated P, C, or R
for the type of file

Replacement file not replaced within
45 days

User did not dial back thru IRP-BBS
to check status of file

Two weeks after sending file check under
(F)ile Status for notification of accept-
ability

Duplicate data

Only submit corrections for incorrect
records

Transmitter sends corrections for
entire file

SEC. 7. FORM W-4 RECORD FORMAT AND RECORD LAYOUT

.01 This record is used to identify the employer, the employee, number of allowances, and other information that isrreported o

the paper Form W—4.

.02 ALL RECORDS MUST BE AFIXED LENGTH OF 350 POSITIONS.
.03 Do not begin any record at the end of a block or diskette and continue the same record into the next block or diskette.

FORM W-4 RECORD FORMAT

Field

Position Field Title Length Description and Remarks

1-9 Employee Tax 9 REQUIRED. Enter the 9-digit number (TIN) assigned to the employee. DO NOT
Identification ENTER HYPHENS or ALPHA CHARACTERS. All zeroes, ones, twos, etc. will
Number have the effect of an incorrect TIN.

10-44 Employee Name 35 REQUIRED. Enter the name of the employee whose TIN appears in field positions

Line 1

1-9. Enter the name in the following order: first name, middle name (if present), and
surname. (Use initials for the first and middle names where necessary to insure that the
entire employee surname fits in the field.) If fewer than 35 characters are used, left-jus-
tify and fill unused positions with blanks.

(1) A blank must be surrounded by alphas or continued to the end of the field (e.g.,
ab...b, aba).

(2) A hyphen in the first position is to identify an employee with surname only. Hy-
phens must be surrounded by alphas or numerics and must never occur in the first posi-
tion of a name unless immediately followed by a caret.

(3) A caret is used to define an internal name control. It must immediately precede
the employee surname in place of the blank. A second caret is used to separate a
suffix from the surname (e.g., JOHN J.<BLACK; BILL<OAK<JR; AMY
FERN<BROWN<MD).

O Note: The only allowable characters are alphas, blanks, numerics, ampersand, hyphens and slashes. A minimum of one
and a maximum of two carets (<) can be used. Punctuation, such as, periods and commas are not allowed and will cause your

file to be returned.
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FORM W—-4 RECORD FORMAT (CONTINUED)

Field
Position Field Title Length  Description and Remarks
45-79 Employee Name 35 Optional. This line is designated for an “in care of” (c/o) situation. Left- justify and fi

Line 2 unused positions with blanks. Hyphens and slashes must be surrounded by alphas
numerics; ampersands must be surrounded by blanks; blanks must be surrounded by
phas or numerics or continued to the end of the field (e.g., ab...b aba).

0 Note: The same exceptions apply as set forth in “Employee Name Line 1” plus the use of a percent sign (%) is not valid—
use c/o if necessary.

80-114 Employee Street 35 REQUIRED. Enter mailing address of employee. Street address should include
Address number, street, apartment or suite number (or P O Box if mail is not delivered to stre
address). Left-justify and fill unused positions with blanks. Position 80 must be an
alpha or numeric; hyphens and slashes must be surrounded by alphas or numerics; a
persands must be surrounded by blanks; blanks must be surrounded by alphas or r

merics or continued to the end of the field (e.g.,ab...b, aba).

O Note: The only allowable characters are alphas, blanks, numerics, ampersand, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the address 210 N. Queen St.,
Suite #300 must be entered as 210 N Queen St Suite 300.

115-139 Employee City 25 REQUIRED. Enter the city, town or post office. If a foreign address,ete 2.
Left-justify and fill unused positions with blanks. Enter APO or FPO, if applicable. Do
not enter state and ZIP Code information in this field. Position 115 must be an alpha c
numeric; hyphens must be surrounded by alphas or numerics; blanks must be su

rounded by alphas or numerics or continued to the end of the field (e.g., ab...b, aba).

0 Note 1: The only allowable characters are alphas, blanks, numerics, ampersand, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the city St. Louis must be entered
as St Louis

0 Note 2: For foreign addresses, you may use the 40 position address fields (city, state and zip) to provide the following in-
formation: city, province or state, postal code, and country name.

140-41 Employee State 2 REQUIRED. Enter the two-character location code of employee address—must be

one of the following:

O Note 1: For foreign addresses, enter xx from table below.

Location Code Location Code Location Code
Alabama AL Kentucky KY Ohio OH
Alaska AK Louisiana LA Oklahoma OK
American Samoa AS Maine ME Oregon OR
Arizona AZ Marshall Islands MH Pennsylvania PA
Arkansas AR Maryland MD Puerto Rico PR
California CA Massachusetts MA Rhode Island RI
Colorado CcoO Michigan Ml South Carolina SC
Connecticut CT Minnesota MN South Dakota SD
Delaware DE Mississippi MS Tennessee TN
District of Columbia DC Missouri MO Texas TX
Federated States of Montana MT Utah uT
Micronesia FM Nebraska NE Vermont VT
Florida FL Nevada NV Virginia VA
Georgia GA New Hampshire NH Virgin Islands VI
Guam GU New Jersey NJ Washington WA
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Location Code Location Code Location Code

Hawaii HI New Mexico NM West Virginia WV
Idaho ID New York NY Wisconsin Wi

lllinois IL North Carolina NC Wyoming WY
Indiana IN North Dakota ND Foreign Address,

lowa 1A Northern All Others XX

Kansas KS Mariana Islands MP

142-150 Employee ZIP Code 9 REQUIRED. Enter the valid nine-digit ZIP Code of employdE.YOU ONLY
HAVE FIVE (5) DIGITS AVAILABLE, LEFT-JUSTIFY AND ZERO FILL.
Blank fill only if the employee’s ZIP Code is unavailable.

151 Marital Status 1 REQUIRED. Enter appropriate code from the table below:

Marital Status Code
Designated

Single S
Married M
Married, withhold

at single rate w
No marital status

designated A
152 Exempt Status 1 REQUIRED. Enter “E” if employee claims exempt status; otherwise, enter blank.
153 BLANK 1 Enter Blank.
154-156 Allowances 3 REQUIRED. Must be a three (3) digit numeric field corresponding to the number of

allowances claimed by employee. (It is necessary to file this Form W—4 with IRS if

the number of allowances is more than ten (10) or exempt status is claimed.) Field
must be right justified and zero filled. If no entry, or employee claimed exempt status,
enter blanks.

157-163 Additional Amount 7  REQUIRED. Enter any additional amount of withholding the employee wants de-
ducted from each pay. Amount must be entered in U.S. dollars and cents. The right-
most two positions represent ceno not enter dollar signs, commas, decimal
points, or negative numbersRight-justify and zero fill. If no entry, zero-fill.

164-169 BLANK 6 Enter Blanks.

170-178 Employer 9 REQUIRED. The 9-digit number assigned to the employer. DO NOT ENTER
Identification HYPHENS, ALPHA CHARACTERS. All zeroes, ones, twos, etc. will have the effect
Number of an incorrect TIN.

179-213 Employer Name 35 REQUIRED. Enter the name of the employer as it appears on employment tax forms
Line 1 (e.g., Form 941). Any extraneous information must be deleted from this name line.
Left-justify and fill with blanks. Position 179 must be alpha or numeric; hyphens and
slashes must be surrounded by alphas or numerics; blanks must be surrounded by al-
phas or numerics or continued to the end of the field (e.g., ab...b, aba).

O Note: The only allowable characters are alphas, blanks, numerics, ampersand, hyphens and slashes. Punctuation, such as,
periods and commas are not allowed and will cause your file to be returned.

214-247 Employer Name 34 If the employer name requires more space than is available in Employer Name Line 1,
Line 3 enter the remaining portion of the name in this field. Left- justify and fill with blanks.
Position 214 must be alpha or numeric; hyphens must be surrounded by alphas or nu-
merics; blanks must be surrounded by alphas or numerics or continued to the end of
the field (e.g.,ab...b, aba).
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FORM W—-4 RECORD FORMAT (CONTINUED)

Field
Position

Field Title

Length  Description and Remarks

0 Note: The same exceptions apply as set forth in “Employer Name Line 1" plus the use of a percent sign (%) is not valid—
use c/o if necessary.

248-282

Employer Street

35

REQUIRED. Enter mailing address of employer. Street address should include num-
ber, street, apartment or suite number (or P O Box if mail is not delivered to street ad
dress). Left-justify and fill unused positions with blanks. Position 248 must be alpha
or numeric; hyphens must be surrounded by alphas or numerics; blanks must be st
rounded by alphas or numerics or continued to the (e.g.,ab...b, aba).

O Note: The only allowable characters are alphas, blanks, numerics, ampersand, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the address 210 N. Queen St.,
Suite #300 must be entered as 210 N Queen St Suite 300.

283-307

Employer City

25

REQUIRED. Enter the city, town or post office. Enter APO or FPO if applicable. Do
not enter state and ZIP Code information in this field.Position 283 must be alpha or nu
meric; hyphens must be surrounded by alphas or numerics; blanks must be surround
by alphas or numerics or continued to the end of the field (e.g., ab.b, aba).

0 Note: The only allowable characters are alphas, blanks, numerics, ampersand, hyphens and slashes. Punctuation such as
periods and commas are not allowed and will cause your file to be returned. For example, the city St. Louis must be entered

as St Louis.

308-309 Employer State
Code

2 REQUIRED. Enter location code of employer. Must use abbreviation shown in the

location abbreviation table for Employee Location Code (field positions 140-141).

310-318 Employer ZIP Code 9

REQUIRED. Enter thevalid nine digit ZIP Code of employeilF YOU ONLY

HAVE FIVE (5)DIGITS AVAILABLE, LEFT-JUSTIFY AND ZERO FILL.
Blank fill only if employer’s ZIP Code is unavailable.

319-323 Transmitter 5 REQUIRED. Enter 5-character Transmitter Control Code (TCC) assigned by
Control Code IRS/MCC.

324-331 Form W-4 Date REQUIRED. Enter date located on signature line of Form W-4. If no date entered,
generate current system date. Format as YYYYMMDD (e.g.19981231). Exempt Sta
tus Form W—4—Compare “year effective date” on Line 7 to signature date. If year en-
tered on Line 7 is later than signature date, use Form W-4 date as a 01/01 receipt f
subsequent calendar year (e.g., Line 7 of Form W—4 shows an exempt status date
1999 but signature date is 19981031, use 19990101 as Form W—4 date.)

332-348 BLANK 21 Enter Blanks.

349-350 BLANK 2 Enter blanks, or carriage return/line feed (cr/If) characters.

FORM W-4 RECORD LAYOUT
Employee Tax Employee Employee Employee
Identification Name Name Street Emcpiloyee
Number Line 1 Line 2 Address v
1-9 10-44 45-79 80-114 115-139
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FORM W—-4 RECORD LAYOUT

Employee .
Employee ZIP Marital Exempt
State Code Status Status Blank Allowances
140-141 142-150 151 152 153 154-156
Additional Em!o_loygr Employer Employer
Blank Identification ; .
Amount Name Line 1 Name Line 2
Number
157-163 164-169 170-178 179-213 214-247
Employer Employer Employer Employer ZIP Transmitter
Street City State Code Code Control Code
248-282 283-307 308-309 310-318 319-323
Form W—4 Date Blank Blank or
cr/If
324-331 332-348 349-350

SEC. 8. EFFECT ON OTHER DOCUMENTS
Revenue Procedure 92—-80, Publication 1245 (Rev. 9-92), is superseded.
SEC. 9. EFFECTIVE DATE

Use the record length and processing capabilities of this revenue procedure to file Forms W-4 submitted for the quarters ending
June 30, 1998 and for all subsequent filings.
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Internal Revenue Service Internal Revenue Service
Martinsburg Computing Center Martinsburg Computing Center
Special Projects Special Projects

P O Box 1359 Route 9 and Needy Road
Martinsburg WV 25402 Martinsburg WV 25401

(use this label for U S Postal deliveries) (use this label for truck or air freight deliveries)

(Reproduce as needed)

To expedite handling, please affix this label, or a substitute
label, to your OUTSIDE shipping container.
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Part IV. Items of General Interest

Notice of Proposed Rulemaking to the IRS Internet site at http://www.irs.certification is based upon the fact that in

and Notice of Public Hearing ustreas.gov/prod/tax_regs/comments.htmthe years 1987 through 1993 a total of 61
The public hearing will be held in the Au-different state or local government issuers
Obligations of States and ditorium, Internal Revenue Building, of exempt facility bonds issued under sec-
Political Subdivisions 1111 Constitution Avenue NW, Washing-tion 142(f) for the local furnishing of
ton, DC. electric energy or gas filed information
REG-110965-97 returns with the Internal Revenue Service

AGENCY: | | R Servi FOR FURTHER, INFORMATIO,N CON- under section 149(e). Further, an election
- Internal Revenue ServiceTACT: Concerning the regulations, Allan - jer section 142(f)(4) is in no event re-
(IRS), Treasury. B. Seller, 202-622-3980; concerning sub-

T d the heari Michael Lquired to be filed with the Internal Rev-
ACTION: Partial withdrawal of notice of M'SSIONs an € hearing, Michael Lon,e Service more than once by a person

proposed rulemaking; notice of propose?laughter’ Jr., 202-622-7190 (not tOll'freeengaged in the local furnishing of electric
rulemaking by cross-reference to tempor-‘um ers). energy or gas. Therefore, a Regulatory

rary regulations; and notice of publicsyppEMENTARY INFORMATION: Flexibility Analysis under the Regulatory

hearing. Flexibility Act (5 U.S.C. Chapter 6) is not

_ _ Background required. Pursuant to section 7805(f) of
SUMMARY: This document withdraws . the Internal Revenue Code, this notice of
portions of the notice of proposed rule- Proposed regulations §81.141-7 agg;oposed rulemaking will be submitted to

ter (59 F.R. 67658 [FI-72-88, 1995_1199.4 (59 FR. 6.7658) ac_id_ressed the app mall Business Administration for com-
C.B. 859]) on Dece_mper .30' 1994. |rf:at|o_n of the private activity bond tests Oment on its impact on small business.
T.D. 8757, the IRS is issuing temporangection 141(b)(2) to output contract for
regulations that provide guidance to stateutput facilities and the application of theComments and Public Hearing
and local governments that issue bond&l5 million limitation on output facility _
for output facilities and to certain non-financings of section 141(b)(4). These Before these proposed regulations are
governmental persons that are engaged oposed sections are withdrawn. Thedégulations, consideration will be given to
the local furnishing of electric energy orsections were issued as part of proposédly written comments that are submitted
gas using facilities financed with state oregulations under §81.141-0 througfimely (a signed original and eight (8)
local bonds. These proposed regulatiorfs 141-16, Definition of Private Activity copies) to the IRS. All comments will be
reflect changes made by the Tax ReforBonds, which were finalized in part inavailable for public inspection and copying.
Act of 1986 and the Small Business JoB.D. 8712 published in thEederal Reg- A public hearing has been scheduled for
Protection Act of 1996. The text of thosdster on January 16, 1997. April 28, 1998, at 10 a.m. in the Audito-
temporary regulations also serves as the Sections 1.141-7T, 1.141-8T, 1.141+um, Internal Revenue Building, 1111
text of these proposed regulations. Thig5T, 1.142(f)(4)-1T, and 1.150-5T pub-Constitution Avenue, NW, Washington,
document provides a notice of publidished in T.D. 8757 are issued to provid®C. Because of access restrictions, visitors
hearing on these proposed regulations. guidance on certain aspects of the privatill not be admitted beyond the lobby more
. activity bond restrictions under sectiorthan 15 minutes before the hearing starts.
DATES: Written comments must be re-41 of the Internal Revenue Code. The rules of 26 CFR 601.601(a)(3)

ceived by April 22, 1998. Outlines of top-  The text of those temporary regulationgpply to the hearing.

ics to be discussed at the public hearingis, serves as the text of these proposedPersons that wish to present oral com-
scheduled for April 28, 1998, at 10 a.Mgqyations. The preamble to the tempdnents at the hearing must submit written
must be received by April 7, 1998. rary regulations explains the temporargomments by April 22, 1998 and submit
ADDRESSES: Send Submissions tof€gulations. an outline of the topics to be discussed

CC:DOM:CORP:R (REG_110965_9.7)’Special Analyses Egi;f:ﬁ;lnlg;g be devoted to each topic
room 5226, Internal Revenue Service, . - .

POB 7604, Ben Franklin Station, Wash- It has been determined that this notice of A Period of 10 minutes will be allotted
ington, DC 20044. Submissions may bgroposed rulemaking is not a significan{0 each person for maklng comment's.
hand delivered between the hours of ggulatory action as defined in EO 12866, N @genda showing the scheduling of
am. and 5 p.m. to: CC:DOM:CORP:RTherefore, a regulatory assessment is njte SPeakers will be prepared after the
(REG-110965-97), Courier's Desk, Intequired. It has also been determined thd€adline for receiving outlines has
ternal Revenue Service, 1111 Constitutioaection 553(b) of the Administrative ProPassed. Copies of the agenda will be
Avenue NW, Washington, DC. Alterna-cedure Act (5 U.S.C. chapter 5) does nétvailable free of charge at the hearing.
tively, ta_lxpaye_rs may submit comme_ntsapply to these regqlgtions. Drafting Information

electronically via the Internet by selecting It is hereby certified that these regula-

the “Tax Regs” option on the IRS Hometions do not have a significant impact on a The principal authors of these regula-
Page, or by submitting comments directlgubstantial number of small entities. Thisions are Michael G. Bailey and Allan

making published in th€ederal Regis- 1.141-8, published on December 3 ge Chief Counsel for Advocacy of the
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Seller, Office of the Assistant Chief81.142(f)(4)-1 Manner of making Chipper of New Jersey Inc., Caldwell, NJ
Counsel (Financial Institutions and Prodelection to terminate tax-exempt bond Choice Inc-Creative Homeless Options
ucts), and Nancy M. Lashnits, formerly offinancing. Involving Community Exchange,

that office. However, other personnel [The text of this proposed section is th%hl\/l-atrletta,. Gé ober Miami Count

from the IRS and Treasury Departmen{, .o 4s the text of §1.142(f)(4)-1T pubS ristmas in October Miami County,

participated in their development. lished in T.D. 8757.] Inc., Paola, KS

; . hristmas in September Inc., Butte, MT
. : . Par. 6. Section 1.150-5 is added t . . Y '
Partial Withdrawal of Notice of Proposedread as follows: Christos Society Inc., Louisville, KY

Rulemaking Christs Sanctified Holy Church

. 81.150-5 Filing notices and elections. Foundation Trust of Atlanta, GA,
Under the authority of 26 U.S.C. 7805, Clarkston, GA

881.141-7 and 1'_141_8 in the notl_ce of [The text of this proposed section IS th hronic Fatigue Syndrome Foundation of
proposed rulemaking that was publishedame as the text of §1.150-5T publishe

) Greater Baton Rouge, Inc., Baton
on December 30, 1994 (59 F.R. 67658 T.D. 8757.]

. Rouge, LA
are withdrawn. Michael P. Dolan, Citizens Foster Care Review Board Inc.,
L Deputy Commissioner of Naples, FL
Internal Revenue. Citizens Health Care Foundation, El
Proposed Amendments to the Regulations Paso, TX

(Filed by the Office of the Federal Register o :
Accordingly, 26 CFR part 1 is pro-January 21, 1998, 8:45 a.m., and published in tﬂ:e)a"y Bread InC_" Bucyrus, KS .
posed to be amended as follows: issue of the Federal Register for January 22, 199B)akar Foundation for the Performing

63 F.R. 3296) Arts, Berkeley, CA
PART 1—INCOME TAXES Dakota Aids Life Foundation, Fargo, ND
] . East Palo Alto Teen Home Inc., E. Palo
Paragraph 1. The authority citation foFoundations Status of Certain Alto, CA
part 1 continues to read as follows: Organizations Ellis County Ministerial Alliance, Hays,
Authority: 26 U.S.C. 7805 * * * Announcement 98-25 KS
Par. 2. Section 1.141-7 is added to read . o Elmas Little Lambs, Jackson, MS
as follows: The following organizations haVeEmeraId Coast Sailling Assoéiation Inc
failed to establish or have been unable to Fort Walton Beach. FL v
§1.141-7 Special rules for output maintain their status as public charities L iorida Judicial Educ’ation Foundation
facilities. as operating foundations. Accordingly,

grantors and contributors may not, after In.c., TaIIa.hassee,.F.L , .
[The text of this proposed section is thenis date, rely on previous rulings or des”1da Registry & Living Wil Registry

same as the text of §81.141-7T publishegnations in the Cumulative List of Orga-_ °f America nc., Palatka, FL

in T.D. 8757.] nizations (Publication 78), or on the prer©lio Theatre Company Inc., Chicago, IL

Par. 3. Section 1.141-8 is amended bsumption arising from the filing of notices~00d for Thought, Washington, DC

adding the text of the section to read asnder section 508(b) of the Code. Thi§Ort Towson School and Community
Foundation, Ft. Towson, OK

follows: listing doesnotindicate that the organiza- :

tions have lost their status as organiz4-0%es for Kids Inc., Parker, CO
§1.141-8 $15 million limitation for tions described in section 501(c)(3), eligiFranciscan Friars of Mary Immaculate
output facilities. ble to receive deductible contributions. ~_ INc., Mt. Morris, M

: o Former Public CharitiesThe following Free the Children Inc., Cocoa, FL
[The text of this proposed section is the, i aiions (which have been treated dgiends of Guatemala Inc., Toledo, OH

same as the text of 81.141-8T publisheg o7 ations that are not private foundaEriends of J.L. Long Middle School,

in T.D. 8757.] _ tions described in section 509(a) of the Dallas, TX
Par. 4. Section 1.141-15 is amendegyge) are now classified as private fourETiends of Jung in Fort Wayne Indiana
by adding paragraphs (f) through (i) tQyations: Inc., Ft. Wayne, IN
read as follows: A Miriam Jamison Children Center Fund to End the Deficit Inc., Silver
. Foundation, Bakersfield, CA Spring, MD
§1.141-15 Effective dates. Asian Community Immigration Clinic, ~ Fuquay-Varina Area Education, Fuquay
% ok % % San Francisco, CA Varina, NC
The Berry Farm, Vashon, WA Fuse, Boulder, CO
(f) through (i) [The text of proposed Centralia Schools Foundation, Centralia, Forney Pee Wee Association, Forney, TX
paragraphs (f) through (i) are the same aswa Greater East Canton Community
the text of §1.141-15T(f) through (i) pub-Childrens Rights Council of lllinois, Development Association, E. Canton,
lished in T.D. 8757.] Pekin, IL OH
Par. 5. Section 1.142(f)(4)-1 is addechildrens Safe House Inc., Philadelphia, Greater Houston Church Directory,
to read as follows: PA Houston, TX
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Greater Houston Puppetry Guild, Houston Songwriters Performing Artists, Dallas Chinese Community Center,

Houston, TX Galena Park, TX Richardson, TX

Hands Across Watts, Los Angeles, CA Houston Wee Care Shelter, Houston, TXDenver Dry Development Corporation,

Hawaii Youth Congress, Honolulu, HI  HRS Employee Disaster Relief Fund, Denver, CO

Head Injury Association of Kern County, Tallahassee, FL Depere Development Corporation,
Bakersfield, CA Hudson Volunteer Fire Department Inc.,  Depere, WI

The Healing Forest Conservancy, Lufkin, TX Disabled Professionals Network,
Washington, DC Hula Hui O Kawai Aloha, Waimanalo, HI  Cleveland, OH

Healthy Options for Teens, Portland, OR Jesus Christ Unlimited Evangelistic Disabled Sports USA Adaptive Ski
Helping Hand Vocational Training Camp, Association Incorporated, Kokomo, IN  Program, Albuquerque, NM

Orleans, CA Jesus House Inc., Florence, AL Dolores Foundation Inc., Chamblee, GA
Hemophilia-HIV Peer Association, Jesus is Alpha and Omega Ministries  Dolphin Alliance Inc., Melbourne Beach,
Cardiff, CA Inc., Houston, TX FL
Heritage Discovery Center Inc., Jesus Saves and Heals Ministries Inc., Dover Housing Development Inc., Dover,
Mokelumne Hill, CA Tampa, FL DE
Heritage Village Committee Inc., Sidney, Jet Age Museum of Technology Inc., Dovia of the Pikes Peak Region Inc.,
Mi Richardson, TX Colorado Springs, CO
Hickman County Historical Society, Jewish Learning Foundation, Chicago, ILDown Syndrome Interest Group of
Centerville, TN Mass Healing Foundation, Olympia, WA  Delaware County, Upper Darby, PA
High Blood Pressure Control Program of Matanuska Valley American Baptist Educational Adventures Inc., Sanford, FL
Western New York Inc., Buffalo, NY Homes Inc., Palmer, AK Educational Council for Hope and
The Highlands Pipes & Drum McKinley District Housing Association, Opportunity, Inc., New Orleans, LA
Incorporated, West Hills, CA Tacoma, WA Educational Enhancement Services Inc.,
High on Kids, Hummelstown, PA The Medical Staff of Santa Barbara Salt Lake City, UT
Hilo Rotary Club Foundation, Hilo, HI Cottage Hospital, Santa Barbara, CA Educational Foundation Inc., Houston,
Hindu Mandir, San Jose, CA Metamorphosis, Gardena, CA TX
H 1S Group Homes, Ceres, CA Mexican Dialysis Assistance League,  Freedom Club Inc., Amarillo, TX
Historic Bullock Cemetery Association, Santa Paula, CA Freedom Forum Inc., Colleyville, TX
Coppell, TX Mid-State Evangelistic Crusade Inc., Freedom From Drugs Outreach
Historic Hudson Community Association, Paso Robles, CA Movement, Detroit, Ml
Newark, OH Mission Global Harvest, Huntington Freedom House Inc., Cleveland, OH
Hoboken Waterfront Corporation, Park, CA Freedom Ministries Incorporated,
Hoboken, NJ Montreux Healthy Start Foundation, Martinsville, VA
Hollywood Youth Advisory Committee Reno, NV Freedom Now Inc., Chicago, IL
Inc., Hollywood, FL Morningside Group Home Inc., Los Fremont Area Elderly Needs Fund,
Holopolis Inc., Chattanooga, TN Angeles, CA Fremont, Ml
Holton Youth Baseball and Softball Inc., Mothers for Help Inc., Kirkland, WA Fremont Soup Kitchen Inc., Fremont,
Holton, KS Mount Hope-Helix Heights Residents OH
Holy Spirit Ministries, Las Vegas, NV Association Inc., San Diego, CA Grace Prison Outreach Inc., Austell, GA
Horizon International Relief Services,  Multicultural Assistance Program, Graceville Informed Parents Inc.,
San Diego, CA Corvallis, OR Graceville, FL
Hot Springs Youth Center, Hot Springs, SDMyrtlewood Youth Services Inc., Graham County Community Foundation
Housing Hope Properties, Everett, WA Corvallis, OR Inc., Hill City, KS
Housing Opportunity Center Mountain  Child Abuse Prevention Committee of Hatchers Day Care & Learning Center
Vista Villas, Phoenix, AZ Albuquerque-Bernalillo County Inc., Inc., Augusta, GA
Houston Alternative Ministers Albuquerque, NM Hatteras Island Maritime Museum Inc.,
Fellowship Inc., Houston, TX Child Care Inc., Grand Junction, CO Hatteras, NC
Houston Area Association for Bilingual Chris Keeney Fund, Houston, TX Haven Foundation Inc., Parma, OH
Education, Spring, TX Christ in My Life Productions Haven House of Pickaway County,
Houston Area Community Development  Foundation, Inc., Indianapolis, IN Circleville, OH
Corporation, Houston, TX Christian Action Council of Ministry and Helping Hand Group Incorporated,
Houston Area Dekalb Association, Education, Lancaster, PA Indianapolis, IN
Houston, TX Chuck Cooper Youth Development Helping Miami Rebuild Inc., Miami, FL
Houston Institute for the Protection of Association, Pittsburgh, PA Helping Others Purse Excellence Hope,
Youth Inc., Houston, TX CHWPC Education and Training Fund, Birmingham, AL
Houston Safe Boating Council Inc., Washington, DC Hope Community Charitable Trust,
Houston, TX Dale Youth Soccer Club Limited, Plano, TX
Houston Slam & Jam, Houston, TX Chesterfield, VA Hope for Life, Westchester, OH
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Hope House-Franklin County Christian Minnesota Foundation for
Caring Center Inc., Ottawa, KS Communication and Education

Hope House of Delaware Valley, Through Storytelling, Minneapolis,
Rosemont, PA MN

Jacksonville Concert Ballet Company  Minnesota Ninth District American
Inc., Jacksonville, FL Legion Band, Inc., Crookston, MN

Jacksonville Education Foundation Inc., Minnesota Walk to Emmaus Inc.,
Jacksonville, TX Oakdale, MN

Jaguars Amateur Basketball OrganizatioMinolas Place of Texas Inc., Houston,
of Prince Georges, Laurel, MD TX

James Memorial Preservation Society Minority Advisory Panel, Southfield,
LTD, Williston, ND Mi

Kankakee Valley Tennis Association Inc.,Miracle House Ministries Inc., Fort
Bourbonnais, IL Lauderdale, FL

North American Conference for Itinerant
Evangelists, Minneapolis, MN

North American Strawberry Growers
Research Foundation, Inc., Amherst,
OH

North Bean Street Neighborhood
Association, Spartanburg, SC

North Canton Chautauqua Foundation,
Inc., Canton, OH

North Carolina Shakespeare Festival
Endowment Fund, High Point, NC

North Carolina Interfaith Network on
Alcoholism and Other Drug Abuse,
Kannapolis, NC

Kansas City African Tennis Association, Network Ministries Inc., Tallahassee, FL North Central PA Military Museum Inc.,

Kansas City, MO

Kansas Crime Prevention Association,
Salina, KS

Kansas Institute on Alcohol and Other
Drug Abuse in Higher Education,
Topeka, KS Inc., Clyde, KS

Latrobe Chapter Society of Architectural New Caney Horizons Inc., New Caney,
Historian, Washington, DC TX

Lee Headquarters Trust Inc., RonceverteNew Center North Neighbors, Detroit,
WV Ml

Leesville-Vernon Boys and Girls Club ~ New Century Learning & Development
Inc., Leesville, LA Center, Inc., Duluth, MN

Network of Ambassadors NOA
Foundation, Omaha, NE

New Abundant and Everlasting Life
Ministries, Inc., Naperville, 1L

New Beginnings Day Care & Pre-School,

Williamsport, PA

North Dade Trauma Center Inc., Sunny
Isles, FL

North Detroit Jets Athletic Association,
Detroit, Ml

North Ellis County Economic
Development Commission, Inc., Red
Oak, TX

North End Dental Care Assistance Inc.,
Flint, Ml

North Henry Athletic Association Inc.,
Stockbridge, GA

Legal Aid Society of the Martin County New Covenant Ministries Counseling andNorth Jefferson Charity Run, Gardendale,

Bar Association Inc., Jensen Beach, FL Training Center, Mesa, AZ
Legal Assistance for Viethamese Asylum Stafford County Alcohol and Drug
Seekers, Fairfax, VA Services, Inc., St. John, KS
Lehighton Ambulance Association Inc., New Day Multi Purpose Service Center,
Lehighton, PA Inc., Detroit, Ml

AL
North Muskegon Booster Club Inc., N.
Muskegon, Ml
If an organization listed above submits
information that warrants the renewal of its

Lend a Hand Inc., Fort Smith, AR New Directions Association, Washington classification as a public charity or as a pri-
Lesbian Gay and Bisexual Community DC vate operating foundation, the Internal
Center Inc., Miami Beach, FL New Directions Training USA Inc., Cave Revenue Service will issue a ruling or de-

Mindpower Incorporated, Hammond, IN  Creek, AZ termination letter with the revised classifi-
Mini-Productions Inc., Pittsburgh, PA° New Dominion Housing Inc., Norfolk,  cation as to foundation status. Grantors and
Ministerio Torre Fuerte Inc., Miami, FL VA contributors may thereafter rely upon such

New Focus Tennessee, Parrotsville, TN ruling or determination letter as provided

New Friends Inc., Altamonte Springs, FLin section 1.509(a)-7 of the Income Tax

New Generation Youth Center Inc., Regulations. It is not the practice of the
Plymouth, NC Service to announce such revised classifi-

Ministries of Faith Hope and Love Inc.,
Jacksonville, FL

Ministry Center Inc., Lima, OH

Ministry for Theological Education,

Memphis, TN Norma B. Summerville Sch0|arship cation of foundation status in the Internal
Minnesota Deaf Skiers Association, St.  Foundation, Akron, OH Revenue Bulletin.
Paul, MN Norma Wilson Ministries Inc., Harrison,

AR
Norman Life Services Inc., Norman, OK

Minnesota Environmental Initiative Inc.,
Minneapolis, MN
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on previous rulings use thgosition. (Compare wittamplifiedand of terms is used. For examplaodified
following defined terms to describe theclarified, above). and supersededlescribes a situation
effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharmseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undel prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

E.O—Executive Order. PHC—Personal Holding Company.

AbbreV|at|0nS ER—Employer. PO—Possession of the U.S.

The following abbreviations in current use and for-ER|SA—Employee Retirement Income Security Act.PR—Partner.

merly used will appear in material published in theEX—Executor. PRS—Partnership.

Bulletin.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A_Ind'V'duél' FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Proc—Revenue Ruling.
:ﬁ;‘i‘;ﬁérd of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —Individual. FUTA—Federal Unemployment Tax Act. o+ o+ % % S.PR—

FX—Foreign Corporation. Statements of

G.C.M—Chief Counsel’s Memorandum.

C.B—Cumulative Bulletin.

CFR—Code of Federal Regulations. Procedral Rules.

Cl—City. GE—Grantee. Stat—Statutes
COOR—Cooperative. GP—General Partner. at Large.

Ct.D—Court Decision. GR—Grantor. T—Target Corporation.

CY—County. IC—Insurance Company. T.C—Tax Court.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.D—Treasury Decision.
DC—Dummy Corporation. LE—Lessee. TFE—Transferee.

DE—Donee. LP—Limited Partner. TFR—Transferor.

Del. Order—Delegation Order. LR—Lessor. T.I.R—Technical Information Release.
DISG—Domestic International Sales Corporation. M—Minor. TP—Taxpayer.

DR—Donor. Nonacg—Nonacquiescence. TR—Trust.

E—Estate. O—Organization. TT—Trustee.

EE—Employee. P—Parent Corporation. U.S.C—United States Code.
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